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) STUPENDOUS INCREASE IN BANKING POWER 
b TATEMENTS of condition of all the banks and trust companies 
ve of the United States, including National Banks and banking institu- 
tions under State supervision are compiled only once a year, usually 
© July 1, and are prepared under the supervision of the Comptroller of the 
ie Currency. The results for the current year, including returns from 27,513. i 
n reporting banks and trust companies, were made public last month in a 
if statement by the Comptroller of the Currency, in which he said: 

‘‘The growth and increase which have taken place since the passage of 
$0. the Federal Reserve Act in the deposits and total resources of the banking 


institutions of the United States, including all National Banks, State banks, 

savings banks and trust companies throughout the country, have broken all 

records and are without a parellel in the financial history of this or any other 

country. 
‘‘This increase in aggregate resources amounts to more than six and a 

half billion dollars, and is greater than the total resources of all the National 

Banks of the United States at the beginning of the year 1904. 
‘*A distinguishing and significant feature of the returns which have just 

been compiled is the widespread and general distribution of the money and 

available capital and credit of the people. The growth and increase in 

banking resources are confined to no particular district or section of the 

country but have been universal. { 
‘‘The resources of the 25,993 banks and trust companies in the United } 
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States July, 1913, a few months before the passage of the Federal Reserve 
Act, were reported at 25,712 million dollars. On July 1, 1916, there were 
27,518 banks and trust companies whose aggregate resources amounted to 
32,271 million dollars. Increase 6,559 million dollars, or 25.51 per cent. 

‘‘This stupendous increase in banking assets and available capital has 
been accompanied by an unprecedented quickening, which has amounted 
in may places to an outburst, of business activity in every State and in prac- 
tically every part of every State. Coincidentally there has been a marked 
reduction in interest charges in every section and especially in the distant 
and more remote regions where the interest charges in the past have been 
heaviest and where the farmers and small business men especially experi- 
enced the greatest difficulty in obtaining the funds required for their legiti- 
mate operations and actual needs. 

‘The banks and trust companies are now lending to the people 3,243 
million dollars more money than they were lending three years ago before 
the inauguration of the new currency system. 

‘*During these three years the deposits in all the banks of the country 
increased 6,242 million dollars; the increase in the National banks was 33.56 
per cent, and the increase in the State banking institutions, including State 
banks, savings banks and trust companies, was 29.26 per cent. 

‘‘The percentage of increase in the resources of all reporting banks in 
this three-year period was 25.51 per cent. The New England States 
increased 21 per cent, the Eastern States 32 per cent, the Southern States 
12 per cent, the Middle States 32 per cent, the Western States 31 per cent. 

‘“‘The growth of the deposits of all banks and trust companies since 
July, 1913, was only 318 million dollars less than the huge increase shown 
in their total resources, and amounted to 6,241 million dollars, or 31 per cent. 

‘‘The increase in deposits in the New England States was 23 per cent, 
in the Eastern States 39 per cent, in the Southern States 18 per cent, in the 
Middle States 26 per cent, in the Western States 37 per cent, and in the 
Pacific States 19 per cent. 

‘Although the banking resources of the Eastern States increased in 
these three years 3,347 million dollars, or 32 per cent, and although the 
resources of the banks in the New England States increased 667 million 
dollars or 21 per cent, there has been a distinct and growing tendency, 
especially in recent months, toward decentralization and toward the distri- 
bution throughout the country of the excessive reserves which have here- 
tofore been piled up in Eastern centers. 

‘‘In the past four and a half months, or from May 1, 1916, to September 
12, 1916, the deposits of the banks in New York City showed an actual 
reduction of 222 million dollars and the National banks of Boston a reduction 
of 36 million dollars, and in Philadelphia a reduction of 13 million dollars, 
while in the same period in the country banks and in the banks of the 
interior reserve cities deposits increased heavily. 

‘‘Outside of the New England and Eastern States, the following States 
show the most notable increases in total resources in the period from July, 
1913, to July, 1916: Tllinois 363 million or 20 per cent, Ohio 317 million or 
27 per cent, California 245 million or 20 per cent, Michigan 221 million or 37 

per cent, Minnesota 198 million or 40 per cent, Missouri 116 million or 14 per 
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cent, lowa 107 million or 17 per cent, Wisconsin 88 million or 21 per cent, 
Nebraska 78 million or 28 per cent, Indiana 69 million or 13 per cent, Okla- 
homa 68 million or 41 per cent, Kansas 63 million or 24 per cent, Texas 60 
million or 12 per cent, Virginia 52 million or 21 per cent. The increase in 
North Dakota was 47 million or 42 per cent, in Colorado 42 million or 23 
per cent, while the increase in South Dakota and Montana was 37 million 
each or 331% per cent. : 

‘*The total increase in the Southern States was 302 millions, in the Middle 
States 1,481 millions, the Western States 395 millions, and in the Pacific 
States 325 millions. The banks in the insular possessions increased 40 mil- 
lion dollars. 

‘‘In the New England States the largest increase was, of course, in 
Massachusetts, 429 million dollars, 23 per cent, followed by Connecticut 
with 117 million dollars or 23 per cent, and Rhode Island with 36 millions 
or 14 per cent. 

‘‘In the Eastern States the largest increase was in New York State, 
2,646 millions, 41 per cent, followed by Pennsylvania 467 millions or 17 per 
eent, New Jersey 130 millions, 17 per cent, and Maryland 65 millions or 
17 per cent. 

‘*It is interesting to note that every State in the Union shows a material 
increase in the deposits of its National banks. 

‘‘The only States which show a reduction in the deposits of their State 
banking institutions are Alabama, Mississippi and Oregon. 

‘*The four States showing the highest percentages of increase in deposits 
were Oklahoma 54 per cent, Arizona 53 per cent, North Dakota 52 per cent, 
and Wyoming 49 per cent. 


SOME HUMAN ASPECTS OF THRIFT 


NE feature of the recent convention of the American Bankers” 
@) Association was the celebration of the centennial anniversary of 
the savings bank. In the many features and rush this seemed to 
be overlooked, and yet there is no more potent factor in the country than 
the thrift of its people. The savings bank necessarily is important and 
should receive encouragement. It does not come into as close touch with 
everyday commercial activities as does the National bank or the State 
institution doing a commercial business—but it accumulates the savings of 
the employe of the great manufacturer and indirectly helps to finance his 
operations. 

Professor Graham Taylor, president of the Chicago School of Civies 
and Philanthropy, and for over a score of years head resident of Chicago 
Commons Social Settlement, spoke of some human aspects of thrift. Taking 
the point of view given him by his long experience and observation in living 
and working with the masses of the people of many nationalities in one of 
Chicago’s greatest tenement house districts, he described some human situa- 
tions which show thrift to be a far more complex and larger problem than 
that of an individual habit or a personal virtue. 
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While rightly so considered, when thrift degenerates into the habit of 
hoarding, it was shown to be the waste of life and the stagnation of wealth. 
A father’s ‘*savings’’ were shown sometimes to be the loss of the mother’s 
health, the children’s physical and educational equipment and the success 
of the home because of the unfitness of the house. Family thrift was urged 
in the fostering of a family fund. This is a common feature of family life 
among the laboring poor. Many a mother receives the unopened pay envel- 
opes, not only of the children of working age, but of the husband as well, 
all trusting her to be the spender and the saver for the family. Penny 
savings banks, vacation and Christmas savings encouraged by other savings 
banks are beginning to help the family capitalize itself. 

The community is often put in a situation in which it is found necessary 
to regulate and even restrict individual thrift in order to protect and pro- 
mote the thrift of the many from the greed of the few, as well as to conserve 
the safety and progress of the town, the county, the state and the nation 
from being exploited by thriftless thrifts. Thus laws restricting the hours 
and conditions of women’s work are enacted and declared constitutional on 
the ground of public welfare, notwithstanding the objection of opponents, 
against interfering with the thrift of women who want to overwork and 
that of employers who profit by overworking them. 

Compulsory schooling is now a prevalent publie policy, with penalties 
for parents who seek the earnings of their children at the cost of their 
education. Child labor laws are firmly based upon the proven thriftlessness, 
from the national, industrial and human points of view, of robbing the 
child of its schooling, play and growth for the sake of small temporary gains. 
The sanitary inspection and condemnation of tenement houses and shops 
have been found necessary in order to curtail the thriftiness of their owners 
at the expense of their tenants and employees, and of the public health and 
safety. 

The public ownership of some public utilities, and the public control of 
all others, is recognized to be the legitimate thrift of every community. 
The protection of immigrant labor from exploitation is a national safeguard 
as well as justice to the immigrant. The tardy recognition of unemployment 
as a problem far beyond the capacity of the unemployed or of private charity 
to solve is at last proving it to be publie economy for the city, the state and 
the nation to assume unemployment to be the problem of each and all of 
them. 

All these human situations were summed up, in Professor Taylor’s con- 
eluding appeal, to make banks community centers, where more than money 
is exchanged, through which other values than commercial paper are cleared. 
He appealed to bankers to make their banks clearing houses of ideas, and 
ideals, initiatives and enterprises, both cautionary and inciting, for both the 
individuals and the communities who confide in them. By virtue of his 
double function as the friendly, confidential counsellor of so many indi- 
viduals, and as an official of an institution that is or ought to be under 

public control, the banker has both a great obligation, and even a greater 
opportunity, than almost any other citizen to protect both the individual 
and the community from thriftless thrift and to promote the thriftiness of 
both, by proving that neither can succeed if the other fails. 








FINANCIAL AND BUSINESS SITUATION 


By FRANK M. HUSTON 


Financial Editor of The Chicago Herald 
Written for The Rand-McNally Bankers’ Monthly 


ITH the foreign trade of the United States for the calendar 
vear 1916 approximating about $8,000,000,000 or about one- 
fifth of the entire international trade of the world and with 
our receipts of gold thus far this year approximating $500,- 

000,000, it is natural that the influx of the precious metal should begin to 
cause some concern because of the fact that it is going into our banks 
and affording a basis for an unnatural expansion of credit. 

Henry P. Davison of J. P. Morgan & Co. estimates that we have already 
received gold enough from Europe to expand credit $6,000,000,000. 

Were this expansion restricted to legitimate lines of business the problem 
would not be difficult of solution, but it has created such a plethoric money 
condition and has afforded us a surplus of credit so far in excess of our 
actual needs that it is fostering more or less wild speculation and an inflated 
condition that sooner or later will give us trouble. 


Circumscribe Expansion Without Hurting Trade 


How to circumscribe this difficulty and retain our immensely profitable 
foreign commerce is a problem that will require the best talent available 
in this country to solve. Obviously it is necessary that we utilize this credit 
to the best advantage, both as a means of protecting our gold and protecting 
our foreign commerce. There is nothing to be gained by undue inflation, 
for in time, when the war is over and Europe is clamoring for our gold, 
depression will take place and our gold will leave us despite any artificial 
barriers that may be constructed to prevent it. 

There is only one means that has been efficacious in protecting the gold 
of the country from a drain to other countries and that is through a widely 
distributed holding of securities of other countries. One of the elements 
of strength in the British banking system has been the widespread holdings 
of the securities, both private and governmental, of foreign nations. When 
the American commission of bankers headed by the late Nelson A. Aldrich 
was investigating the banking systems of Europe one of the directors of 
the Imperial Bank of Germany called attention to this strong feature of the 
Bank of England. He instanced the experience that the Imperial Bank 
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had during the panie of 1907, when Berlin called upon London for gold at 
a time when the Bank of England’s reserve was unusually low. This demand 
for gold from London caused a flurry in the London market and for a time 
caused apprehension in other parts of the world, but the Bank of England 
despite her low reserves paid to the Imperial Bank of Germany $125,000,000 
gold. 


Payment Without Disturbing Bank Reserves 


The feature of this payment, however, was the fact that that volume 
of gold was paid without disturbing the gold reserve of the Bank of England 
and a director of the Imperial Bank told the American bankers on the 
occasion of their visit that the English gold came from twenty-two different 
countries. 

Thus it will be seen that while the Bank of England was low in actual 
holdings of gold she had facilities to reach out to all parts of the world and 
to draw the gold necessary to pay her obligations to Berlin. There is in this 
instance a feature worthy of the careful study and thought of American 
bankers. At the moment we are drawing gold far more rapidly from London 
than is wise. Yet there is no other way to maintain sterling exchange at a 
steady level than through the methods that are now being adopted unless 
we rise to the occasion and extend credit more liberally to Great Britain and 
her allies which are our greatest foreign customers. 


Fortfying America against the Future 


In doing this if sound principles of banking are followed we will! fortify 
ourselves against the time when Great Britain will*call upon us for gold for 
there is nothing that so fortifies a banker or a government at a time when 
the world is demanding her reserve as to be able to hand the countries 
demanding the gold their own obligations. Should the war last another 
two years, as many believe it will, and our foreign trade credit balance con- 
tinues to pile up, it is obvious that we will deplete the excess of gold of the 
European banks to our own disadvantage, both by straining their credit and 
by fostering a condition of inflation in this country that may prove disastrous 
when the contraction of credit and the readjustment that is inevitable after 
the war sets in. 

Accumulation of anything beyond reasonable limits in excess of our 
requirements is a menace, not only to ourselves but to our neighbors and this 
applies with equal force to nations. For nations, after all, are nothing more 
than the aggregation of the individual units, and the same principles that 
are applied in dealing with credit and media of exchange in individual 
cases apply in a general way in international trade. 


What Henry P. Davison Has to Suggest 
Henry P. Davison in the recent conference with Chicago bankers sug- 


gested a method of relieving the situation and of strengthening our bank- 
ing position, internationally, and at the same time producing a healthier 
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money market in this country. It is obvious that money rates in this country 
are too low. They are abnormally low, and this is due to two things: one, 
the tremendous foreign trade that poured in on us in consequence of the 
European war and its attendant influx of gold, and, second, the operations 
ot the Federal Reserve Act in its present form. 

This should not be construed as a criticism of the Federal Reserve sys- 
tem as a whole. It is one of those unfortunate developments which resulted 
from a condition growing out of the war. Fundamentally the Federal Re- 
serve Act is sound but its weakness lies in some of its details. Its pro- 
visions were framed to meet normal conditions, not abnormal ones. No one 
foresaw the war or its consequences so far as they relate to the American 
banking situation. Consequently there was no provision for a sufficient 
contraction in our circulating media to meet the influx of gold from abroad. 
Therefore we have experienced an actual expansion in our circulating media 
at a time when we were being flooded with gold. from abroad. 


No Need for Any Further Credit Expansion Now 


It is obvious to thinking bankers that this country under present condi- 
tions has no immediate use for a credit expansion of $6,000,000,000, and that 
such an expansion is too abnormal to be healthy. 

In considering Mr. Davison’s suggestion it is well to bear in mind that 
although the firm of J. P. Morgan & Co. is the fiscal agent for the English 
government and her allies, it is also one of our greatest American banking 
concerns and is thoroughly American and its interests are so interlinked 
with American affairs that anything that affected this country would react 
with equal force on the house of Morgan & Co. as on any other of our big 
banking institutions. 

Mr. Davison points out clearly the difference between external credits 
and internal credits and also indicates the resources of Great Britain and 
France, in the following statement in answer to a query as to the possibility 
of any repudiation by Great Britain or France after the war. He said: 

‘It is inconceivable that there should be any repudiation by any of the 
allies after the war even of internal loans. I was amazed at the richness of 
those countries. Naturally the cost of the war has to be met and it can be 
met only by taxation. 


Difference between External and Internal Loans 


‘*External credits are different from internal credits. An external credit 
is a joint obligation of all the people. France has been a creditor nation for 
some twenty-five years, and the wealth of the country is distributed among 
the people. England is not only rich within but rich without. Her outside 
indebtedness on July 1, 1914, amounted to $20,000,000,000 and, including 
her investments at home, the total was $50,000,000,000. Heavy as the war 
debt is, it is a small matter when this aggregate of investments is consid- 
ered. These external loans are just as certain to be met by those countries 
as are the government bonds of the United States. 

‘‘ After the war Europe must be reconstructed and its people will have 
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to buy a great many things. They will buy where they ean buy best, not 
only in the matter of prices, but in the matter of credit. To do our share of 
the business we must extend the credit. 

‘‘There is a danger—a very grave danger—to the United States in the 
continued imports of gold. Naturally the wealth of the world will not stay 
here after peace is restored, and if the inflation which gold brings is too 
great there will be perils in the contraction which must follow.”’ 


Gold Standard Will Not Be Molested 


Mr. Davison further declared that he did not believe that the gold stand- 
ard will be in any way jeopardized or that the allies will conspire to harass 
or injure this country in any way. Such a thing he declared was incon- 
ceivable. Nor did he believe that there was any disposition on the part of 
any of the European countries to use this as a leverage to compel Americans 
to accept unsecured loans with the alternative of facing the demonetization 
of gold. On the other hand, he declares that he has never known of a 
creditor criticizing a debtor for attempting to pay his obligations in gold, 
which is the world’s standard. 

‘‘There is an enormous amount of purchasing of supplies in this country, 
as is shown by the volume of exports,’’ said Mr. Davison. ‘‘The volume of 
business indicates that further extensions of credit will be necessary. I was 
amazed to learn of the enormous development in production, especially in 
England, particularly of munitions. Today that country is quite independ- 
ent of America along this line.”’ 


England and France More Independent 


It is evident that England and France are getting into a position where 
they ean supply their necessities without recourse to the American market, 
hence the only result that would come from any attempt to check our for- 
eign trade would be a restriction of our own industrial activities and the 
prolongation of the war. He pointed out that we will have no monopoly on 
the world’s business after the war as we can have no monopoly on genius 
er industry. If we wish to prosper we must awaken to the opportunities 
which now offer themselves and handle them intelligently. If we want to 
sell goods we must extend credit. 


Calls for Co-operation of Entire Country 


So far as collateral is concerned Mr. Davison pointed out that the British 
can put up more if necessary and so can the French and added that there 
is no limit to their resources or their available securities. While expressing 
the firm belief that the allies will win their war he declared that no matter 
what happens their obligations are good. He commented upon the marked 
change in sentiment among American bankers since the first war loan was 
closed and especially the interest among the interior bankers in foreign 
loans which to his mind was the most gratifying development. He also 
emphasized the fact that we had turned from a borrowing to a lending 
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people and commented upon the fact that the import of gold already made 
has given us a basis for a $6,000,000,000 expansion of credit and that credit 
gives us the greatest source of strength. " ; 

What Mr. Davison suggested is the co-operation of the bankers of the 
entire country to assist in stemming the tide and checking the inflow of 
gold, at the same time fortifying the country through the extension of 
credits against the time when Europe will seek to drain us of gold. His 
visit and conference at Chicago was for the purpose of reaching the country 
bankers and there is no doubt that Mr. Davison appreciates that he can best 
do this through Chicago so far as the West and Southwest is concerned. 

His suggestion was not an ordinary loan to the allies but an extension of 
credit which in time naturally would aggregate very large, through the use 
of British treasury acceptances of short maturities and carrying an attract- 
ive rate of interest. While these acceptances no doubt as time goes on would 
be renewed their maturities would be of sufficiently short duration as to 
make them always available against any abnormal demand on us for gold. 
How this is to be done rests with the bankers of the country. 


Suggests Use of Short Term Notes 


Mr. Davison’s suggestion of a plan contemplates the use of 414 per cent — 
thirty to ninety day exchequer notes covered by an ample gold reserve held 
at the Ottawa depository of the English government. These notes would 
be in a form that would make them safe and desirable as investments for 
American banks and strictly liquid because there would be ample gold for 
the redemption of such as are offered at maturity. In other words they 
would be treated very much as commercial paper of a domestic character 
is treated in this country. In the course of time they would be regarded 
much in the same way as are the deposits in our own banks against which 
the depositary is compelled to carry a specified reserve. 

These proposed notes would not be unlike the one year United States 
3 per cent notes issued by the government in part payment for the retire-- 
ment of the government 3 per cent bonds through the Federal Reserve 
banks. If aecepted by the banks of this country the short term British 
exchequer notes would afford a means of employment of surplus funds and 
would find a market much in the same way commercial paper is handled and 
in some respects would compete with commercial paper as a desirable bank 
investment. 


Would Protect Our Gold and Absorb Money 


This would tend to relieve the country of a plethorie money condition, 
would check if not stop the influx of gold and would materially strengthen 
our banking position and fortify us against the time when Europe seeks to 
make inroads on our store of the precious metal, because when they demand 
gold the American bankers and investors in foreign securities would be in 
a position to hand them their own obligations. 

A stronger position could not be created so long as the character of the 
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foreign securities is above question. Naturally it is up to the bankers to 
see that these short term British exchequer notes have a sufficient gold 
covering to keep them liquid. If, with short maturities you have a debtor’s 
1. O. U. to hand him when he demands gold you are well fortified if you do 
not wish to part with the gold. 

To what extent the British exchequer 44% per cent thirty to ninety day 
notes would be offered would depend upon the gold covering and the atti- 
tude of the banks of this country. But with the balance of trade running 
in our favor to the extent of somewhere around $4,000,000,000 yearly as 
Mr. Davison estimates for the present fiscal year and in excess of $3,000,- 
000,000 as is now shown by the treasury estimates for the current calendar 
year, the volume of the British treasury notes is likely to be very large if 
they go at all. 

Would Make Healthier Interest Rates 

The placing of a large volume of these notes in this country would, 
bankers believe, absorb the plethora of money and credit surplus and would 
stimulate a more normal money market and create a better banking position. . 
Another feature that is closely interlinked with Mr. Davison’s suggestions 
is the greater use of foreign trade acceptances, which, if properly made, are 
liquid and desirable. These commercial bills are prime investments for 
banks and have been regarded as an element of banking strength which the 
Bank of England has had in former years. 

Whether this plan or some equally as effective plan is adopted it is 
obvious that something must be done to check the flow of gold and fortify 


us against the drain that must come following the war when the artificial 
stimulus to our foreign commerce which the war has brought ceases to exist. 


START RIGHT 


Oh, start the day with laughter, 
And fill it in with song, 

Thus all that we are after 
Will come to us ere long. 

The morning spirit keeps us 
From failure all the while, 

And with its rapture steeps us 


In its own golden smile. 


—Baltimore Sun. 








BANK EXPANSION THROUGH FOREIGN 
BRANCHES , 


BY W. S. KIES 


Vice-President National City Bank of New York 


Ii E idea of branch banking, as it is carried on in other parts of 
the world, is new to the United States. Until the passage of 
the Federal Reserve -Act, there were no provisions in our 
National Banking Laws permitting the establishment of 

branches in foreign countries. It is true that the laws of some of the 
states have permitted state banks to establish branches, but these laws 
generally limit the location of these branches to the city in which the bank 
is located. 

Some Branch Banks Maintained 


Under a special charter granted in 1901 by the State of Connecticut, 
the International Banking Corporation was empowered to establish 
branches in any part of the world, but this charter is unique, and none other 
approaching it in scope has been issued to any banking association. Certain 
trust companies incorporated under the laws of the State of New York 
have, for a number of years, maintained what in reality are branches in 
France and England, and under the laws of Connecticut there has been 
recently incorporated a bank which does a general commercial banking 
business and which has established branches and agencies in certain of the 
Central American countries. 

But for nearly a century and a quarter the branch bank has had no 
place in our national banking system. 

Forty English banks operating in foreign countries have 1,325 branches; 
in South America alone five German banks have forty branches and five 
English banks have seventy branches. 


South American Agencies Active 


The South American foreign banks and their branches are active 
agencies for the promotion of trade relations between the South American 
republics and the home countries. These banks have entered actively into 
the industrial and economical lives of the communities in which they are 
located. They have furnished money for the development of the resources 
of these countries; have financed railroads, harbor works, public utilities 


(17) 









» 


18 THE RAND-McNALLY BANKERS’ MONTHLY 
and warehouses. They have been instrumental in building up markets at 
home for the raw materials produced by South America, and have in this 
manner established a basis for a reciprocal exchange of products. The 
money of England and Germany has been freely invested in the future of 
these countries. England and Germany have put into Argentina, Brazil 
and Uruguay in the last twenty-five years, approximately four thousand 
million dollars, and as a result enjoy together 46 per cent of the total 
trade of these three countries. 

During the early years of our history, there was perhaps little need of 
foreign branches of our banks. We were a nation in the process of mak- 
ing, and in the development of our resources we sought and used the sur- 
plus capital of all the world. Our exports in our earlier days were what 
might be termed fargely non-competitive. We sent to the other parts of 
the world our surplus food products, lumber, minerals and raw materials, 
such as wool and cotton, receiving in return from the older well-established 
manufacturing nations their manufacturing products. 


Figures Show Industrial Change 


How great has been the change in our industrial life is indicated by 
the following very striking figures: 

From 1899 to 1909, the capital invested in manufacturing establish- 
ments in the United States grew from approximately $9,000,000,000 to over 
$18,000,000,000. For the fiscal year 1914, which ended just before the 
beginning of the war, and would, therefore, be considered normal 18 per 
eent of the total of our exports was of foodstuffs, as against 44 per cent 
in 1894, whereas manufactured products formed 47 per cent of our exports, 
as against 23 per cent in 1894. The value of the products of our factories 
increased 81 per cent from 1900 to 1910, and the number of persons employed 
in the United States in manufacturing and mechanical pursuits increased 
90 per cent in the period 1890 to 1910, while the number of persons en- 
gaged in agriculture increased but 37 per cent in the same period. 

If the same proportionate decrease in our exports of foodstuffs con- 
tinues and our manufactured articles increase in the same ratio, it will be 
but a comparatively few years before we shall be importing foodstuffs and 
the permanent prosperity of this country will depend upon our ability to 
find markets for our manufactured articles. 


XK Domestic Market Was Losing 


Our domestic market is the largest in the world and is capable of absorb- 
ing a very large percentage of the output of our manufacturing establish- 
ments. Just prior to the war, there had been indications that we were fast 
reaching the point of saturation. For a number of years, our manufac- 
turing plants had not been running anywhere near capacity and concerted 
efforts had been made toward the development of foreign markets. The 
growing friendliness of our sister republic to the South had focused the 
attention of those of our manufacturers, who had the foresight to see the 
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need of new markets, upon South America as a natural market for our 
surplus products. . . 

In the cultivation of new markets, our manufacturers at once felt the 
need of American banks to aid them in the extension of their business. 
They found it necessary to rely upon the financial representatives of their 
keenest competitors in order to transact their necessary banking business. 
Their invoices with their terms and prices were thus open to the agencies 
of their competitors. : 

There was no market for dollar exchange, and tribute had to be paid 
to English bankers in every transaction, because all settlements were made 
in pounds sterling. There was the theoretical risk at least of two ex- 
changes, from the local currency into the pound sterling and from the 
pound sterling into American currency. 

As American trade grew in foreign markets, the handicaps under 
which our manufacturers were working, by reason of the lack of banking 
facilities, became more and more pronounced, and as a result of the de- 
mands of exporters generally throughout the country, the new Federal 
Reserve Act provided for the establishment of branches of our national 
banks in foreign countries. 


Establishment of Branch Banks 


The provisions in the Reserve Act granting the right to establish 
branches are contained in Section 25. They are very general in their terms, 
and quite indefinite. It is provided that any national banking association 
possessing a capital and surplus of a million dollars or more may file appli- 
eation with the Federal Reserve Board, upon such conditions and under 
such regulations as may be prescribed by the board for the purpose of 
securing authority to establish branches in foreign countries or dependen- 
cies of the United States for the furtherance of the foreign commerce of 
the United States. 


Branches Under Same Control 


It is not plain from the foregoing whether the Federal Reserve Board 
is to make regulations merely governing the filing of the application or 
whether the board shall have authority to establish such rules and regula- 
tions as it sees fit for the control and management of the branches. The 
board is specifically given power to approve or reject any application if in 
its judgment the amount of capital is not sufficient, or if for other reasons 
the granting of such application is deemed inexpedient. The second para- 
graph of the section deals with the furnishing of reports to the Comptroller 
of the Currency, and gives authority to the Federal Reserve Board to order 
special examinations whenever it deems necessary. It further provides 
that the bank shall conduct the accounts of each foreign branch inde- 
pendently of the accounts of other foreign branches established by it and 
of its home office, and shall at the end of each fiscal period transfer to its 
general ledger the profit or loss accruing at each branch as a separate item. 
While there has-been no direct decision upon the point, it may be said 
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that it has been assumed that Section 25 does not alter any of the pro- 
visions of the National Banking Act, and that branches of national banks 
are under the same control and subject to the same restrictions as are the 
parent banks in this country, with the exception that it appears to have 
been the intent of Congress to place foreign branches under the exclusive 
control of the Federal Reserve Board. Generally speaking the relation- 
ship between the parent bank and the branch is that of principal and agent. 
The home bank is responsible for any of the acts of the branch, and the 
branch itself can do nothing which the parent bank has no authority to do. 

Of course, working along these lines, many difficulties have been and 
will be encountered. Our branches are handicapped in their competition 
with foreign banks, especially in view of the fact that banking in foreign 
countries is conducted on an entirely different basis than banking in the 
United States. 


Big Bank Acts Quickly 


Immediately after the passage of the Federal Reserve Act, steps were 
taken by the National City Bank of New York to avail itself of the pro- 
visions of the act, and to establish branches of the bank at such points as 
would be of most assistance to American exporters in the development of 
new markets. About five thousand letters were written to various manu- 
faecturers throughout the country seeking information as to those markets 
in which banking assistance was most needed, and asking for suggestions 
as to the service to be rendered by these branches. The replies presented a 
most interesting study. Over 90 per cent suggested the South American 
markets as those toward which American efforts during the next few years 
would be directed. It might be well to point out that these letters were 
sent out early in May, 1914, nearly three months before the opening of the 
war. Every letter suggested that the greatest service the bank could per- 
form would be to assist in obtaining accurate credit and trade information. 
I was urged that, at least for the first few years, the branches should be 
equipped with trade experts to assist in studying market conditions and 
nossibilities. Many of the smaller manufacturers indicated a keen desire 
to enter foreign markets, but frankly expressed their ignorance of com- 
petitive conditions and their inability to obtain accurate credit information. 


Special Departments Organized 


With the wants of our manufacturers thus clearly before them, the 
directors of the City Bank, in June, 1914, passed a resolution asking the 
Federal Reserve Board for authority to establish branches in Buenos Aires, 
Argentina, and Rio de Janeiro, Brazil. The first branch of a National 
bank to be established in a foreign country was opened on November 10, 
1914, in Buenos Aires. The following February a branch was opened in 
Rio de Janeiro, and since then branches have been established in Santos 
and Sao Paulo, Brazil; Montevideo, Uruguay; and in Havana and Santiago, 
Cuba. Other branches in South America and in Europe are in contempla- 
tion, and to furnish facilities in the Orient, National City Bank interests 
have acquired the International Banking Corporation with its sixteen 
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branches in India, China, Japan and the Philippines. The branches of the 
International Banking Corporation, while operated independently, never- 
theless are working in closest harmony and co-operation with the City 
Bank branches. 

In order that the branches might be effective agencies in aid of Ameri- 
can commerce, there has been provided in connection with each branch a 
commercial or trade department and a special credit department. To assist 
in the dessemination of accurate credit information concerning the South 
American markets, and to answer the countless inquiries received from 
American manufacturers, it was found necessary to organize in the bank 
a Foreign Trade Department. To furnish a general medium for the pub- 
lication of trade information, statistical data and general commercial news 
from South America, and more particularly to create a medium for the 
discussion of the various problems in connection with our foreign trade, 
the department undertook the publication of a monthly magazine, **The 
Amerieas.’’ 

Development Is Slow at First 


As an indication of the extent of the work of the Foreign Trade Depart- 
ment, the following may be of interest. There have been received to date 
from the various branches 6,701 commercial and industrial reports, includ- 
ing 1,200 special market reports from Buenos Aires and 797 special reports 
from Rio de Janeiro. Approximately 20,000 manufacturers in the United 
States, large and small, have used to a greater or lesser extent the service 
of the Foreign Trade Department. Skilled credit men were sent to all of 
the branches, and with every steamer have come credit files containing 
information upon the responsibility and standing of South American mer- 
chants. In this work, the manufacturers of the United States have co-op- 
erated splendidly. There has been collected in the Credit Department of 
the City Bank the eredit experience of hundreds of manufacturers in this 
country with Latin-American merchants. 

The development of branch banking is of necessity a slow and difficult - 
process. The American banker has heretofore known little of the customs 
and characteristics of foreign countries, the demands of foreign markets 
or the intricacies of foreign exchange. He has had no particular part in 
international finance. His experience as a commodity banker has been lim- 
ited. He has been handicapped by a lack of knowledge of foreign lan- 
guages. With the exception of Argentina and Uruguay, the currencies of 
almost all of the South American countries have depreciated, and under 
these conditions it is difficult for an American banker, lacking in experience, 
to get his bearings. 


Must Overcome Prejudice 


The difficulty of finding men to staff foreign branches is an almost insur- 
mountable obstacle. It is desirable, of course, to have the senior officers of 
an American branch Americans, but so far it has been impossible to find 
sufficient men of banking experience willing to leave the United States and 
take up work in the foreign field. Twice the number of branches would 








22 THE RAND-McNALLY BANKERS’ MONTHLY 


have been opened during the last year had it been possible to staff them 
with capable American bankers. 

It has been necessary, too, to overcome local prejudices and to demon- 
strate that the branches of American banks were being established in good 
faith for the purpose of facilitating commerce between South America and 
the United States. It can be said, however, without fear of exaggeration 
that much has been accomplished in the past year or so in building up a 
good will toward American commercial interests and in impressing upon 
the South American business mind the desirability of closer relations with 
the United States. 

Perhaps the greatest single service rendered by the branches already 
established, and those which American banks will hereafter locate in 
foreign countries is in the building up of a market for dollar exchange. 
Before the establishment of branches in Brazil, Argentina and Uruguay, 
the dollar was not even quoted. During the last year, the volume of direct 
exchange between these countries and the United States has been remark- 
able, and practically all the shipments of wool, hides, quebracho, and a 
large portion of the coffee, have been financed through the medium of 
dollar credits. 


The Use of Acceptances 


The development of dollar exchange is materially aided through the 
acceptance provisions of the Federal Reserve Act. Those who have been 
giving the matter serious thought generally appreciate the vast importance 
of the acceptance in international business. Section 84 of the Federal 
Reserve Act reads as follows: 

‘*Any member bank may accept drafts or bills of exchange drawn upon 
it and growing out of transactions involving the importation or exporta- 
tion of goods having not more than six months’ sight to run; but no banks 
shall accept such bills to an amount equal at any time in the aggregate to 
more than one-half its paid-up capital stock and surplus.”’ 

Section 82 provides for the rediscount of such acceptances based on the 
importation or exportation of goods, which have a maturity at time of dis- 
count of not more than three months, when indorsed by a member bank. 
Section 84 has been since amended to increase the acceptance power of 
branches up to the full amount of the capital and surplus, with the consent 
of the Federal Reserve Board, upon proper application being made. 


How England Has Benefited 


England’s pre-eminence as the world’s financial market has been due 
largely to the service performed by the English acceptance houses, and to 
the existence of an active discount market for bills on London originating 
in all parts of the world. Exchange on London has been the means of 
settlement of transactions in international commerce for years, with the 
resultant large profits to English bankers. 

The acceptance is a financial expedient practically unknown in this 
country until the passage of the Federal Reserve Act. The difference 
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between the method previously in effect here and in Europe was that com- 
mercial transactions here were financed by notes and in Europe by bills 
of exchange. The one is practically an unsalable investment. Although 
no legal restrictions forbid the rediscounting of a note, nevertheless such 
was not generally considered good banking practice. The acceptance, on 
the other hand, is a prime quick asset, being the promise of a banking house 
of standing to pay a definite sum at a certain date, the promise being 
secured in addition by the commodities against which the bill was drawn, 
to be liquidated within a fixed period by the sale of the commodities. 


New York Playing Big Part 


It can not be expected that the American bill, drawn in dollars, will 
take the place of the London bill, but with the establishment of branch 
banks quite generally in strategic markets of the world, and with the com- 
bination of circumstances now favoring this country, it can confidently 
be expected that the bill on New York will become a recognized medium 
for settling balances in international trade. A discount market has been 
built up in New York and other financial centers of this country, and the 
National bank acceptance is now recognized by banks as the safest, surest 
and most liquid of short term investments. 

The last twenty months have brought great commercial and financial 
opportunities to the United States—at the same time, grave responsibilities 
as well. Within that short period of time, we have changed from a debtor 
to a creditor nation, and there has been forced upon us, by circumstances 
over which we have had no control, a leading role in international finance. 
For the first time in history, countries of the old world, and those formerly 
financed in Europe, have borrowed hundreds of millions of dollars in our 
markets. We have purchased back from Europe a large portion of the 
securities heretofore sold her, the proceeds of which have helped to develop 
our resources. World markets hitherto inaccessible have turned to us for 
necessary supplies, and the warring nations have drawn upon our factories” 
for munitions of war. On top of all this, there has developed a domestic 
demand of exceptional proportions. The result is that everywhere through- 
out the country factory wheels in many instances are turning twenty-four 
hours a day, and both labor and capital are prospering. 





ODE TO A SAVINGS ACCOUNT 


(Upon seeing it melt away. With apologies to Mr. Shakespeare) 


BY MAUD MOORE-CLEMENT 


To draw or not to draw—that is the question— 
Whether ‘tis nobler in mind to suffer 

The sight of a dwindling cash reserve, 

Or to suecumb and spend it all—and 

By so doing, be fiat broke—to spend no more; 
And to say we spend no more—-we end 
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The heartache because we shop no more—"Tis a consummation 
Devoutly to be wished. Yet, to be tlat broke—to 

Spend no more—Ay, there’s the rub! 

For in that realization what tortures come— 

For alas! We cannot shuffle off the mortal coil 

That we are women. There’s the respect that 

Plays havoc with a Savings account in her own name. 

For what woman would bear the whips and scorns of other females 
She of fat purse and check-account pride— 

Ah, such pangs of shame—and the spurns of them 

That dips the pen and signs the paper! 

When she herself, must needs go down and 

Humbly make request for a paltry sum—And wait, and wait 
Until she thinks the Teller will ne’er return 

And say, ‘‘ Next window, please,’’ and make her feel 

That rather than bear the brunt again 

She'll hide the shekels! Ah, a Safety Box— 

That hath not eyes nor ears—neither doth it 

Pay three per cent! 

Thus doth conscience make cowards of us all. 

But alas! This native hue of resolution 

Dodgeth in our breasts—then Behold! The Savings Manager 
With strange, mysterious cult, weaves a spell. 

’Tis witchcraft—and we think again. 

For does not his beaming countenance say, ‘‘Three per cent in hand 
Is far better than three dollars in another pocket,’’ and 

We turn awry. Like all female of the species, 

We waver—and turn right round and make a dash 

For ‘‘ Receiving Teller’? window and hand the late-drawn cash 
To him. But soft you now—we walk right out, from witcheraft free, 
And have our bargains sent C. O. D. 





L’Envoi 


Good my lord of the S. D. have merey— 
A woman’s saving account is still a thing to be desired—it 
Smacks of great pith and moment—So 

If she puzzles the will remember— 

To draw or not to draw, that is her question— 

’Tis nobler in mind to suffer her whims—For 

By opposing them you cannot end them—just take her coin, 
And keep mum. The reward shall be 

The patient merit that the wise ones take— 

For truly, it is easier far 

To keep straight the millions of John D. by chance— 
Than to teach a woman the art of finance. 
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ONE HUNDRED YEARS OF SAVINGS 
BANKING 


BY EDWARD L. ROBINSON 


Vice President Eutaw Savings Bank of Baltimore 


HE eorrect interpretation of a great movement is dependent 
upon a knowledge of the antecedent conditions which gave it 
birth; one hundred years of savings banking in the United 
States will be better apprehended if we sketch briefly some of 

the processes of human endeavor by which in the fulness of time man was 
brought to realize that he is his brother’s keeper. Pauperism is a picture in . 
which the somber tones prevail but the Master Artist with a kindly hand 
has mingled lights amid the shadows—evil is being overcome of good. 

To us the march of progress seems painfully slow; the pages of history 
appal us with the record of social ills; the poor we have always with us; 
likewise the vicious, the depraved and the unjust, all are in some degree 
products of a perverted social order. What has civilization wrought to 
overcome these inequalities of fate? Much in many ways and our task of 
recital takes us through Elysian fields of conquest. 


Inception of the Savings Bank Idea 


The first recorded savings banks were government affairs; Pharaoh 
and Joseph were the executive officers; we read of them in Genesis, forty- 
first chapter; the seven years of plenty were utilized for gathering together 
at strategic centers Egypt’s wealth of grain; when the specter of famine 
stalked to and fro the reserves of these banks were released to the markets 
of the world; the providence of Joseph brought blessings to the people and 
legitimate gain to the nation’s treasury. In this event we have an accurate 
illustration of the savings bank principle; with one hand it reaches down to 
help the humble and the deserving and with the other it reaches up and 
bestows its largess upon the state. 


Savings Bank Progress Was Slow 


History tells us little of the progress towards mitigating the many pangs 
of poverty, disease and distress until the latter part of the seventeenth 
century, when the dawn of a new day was just beginning to break; it is true 
that much private and public benevolence have from the earliest ages 
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softened the sorrows of the unfortunate, but these efforts were not directed 
to the sources of the trouble—anexsthetics were administered to the effeets— 
the causes remained without treatment; the axe had not yet been laid to 
the root of the tree. The thrift instinct is heaven born; unhappy to relate, 
the creatures which we eall inferior cultivate that instinct with greater 
foresight than we who have been made lords over created things; the animal 
kingdom by means of example—with a united voice—pleads with mankind 
to lay by in store; man alone is improvident and heeds not the warning 
that a day of reckoning and maybe a day of wrath is rapidly moving towards 
him; he alone is willing to trust to the kindness of destiny and refuses to 
offer hostages to fortune. 

Man must be persuaded to save; his complacency must be disturbed; 
his social obligations must be made known to him; his thrift instinct must 
be stimulated and a proper channel must be provided through which it may 
find expression. 


Early Efforts to Extend Self-Help 


It is difficult to do exact historical justice to those who by common 
consent are associated with the origin and development of the savings bank 
idea; efforts by the state and by the individual to relieve the constantly 
increasing menace of pauperism in France, Germany and England gradually 
brought forth many experimental remedies; Daniel Defoe’s brilliant imagi- 
nation did more for the world than produce Robinson Crusoe; his biog- 
raphers believe that he has many other claims to stand in the gallery of the 
immortals; he was born in 1660—256 years ago—but his views upon political 
and economic questions would give him a respectable standing among 
students of modern problems; he was apparently a pioneer in advocating for 
Women equal educational opportunities with men—consummated in this 
country just 200 years after he was born; he was far in advance of his day 
in advocating the abolishment of the cruel legal procedure of imprisonment 
for debt; he wrote on this subject feelingly, having himself failed disas- 
trously in an extensive business venture; it must be said to his credit, 
nowever, that after effecting a compromise with his creditors, he later on 
honorably discharged his old debts in full; he urged the necessity of 
improved highways—the longest delayed of all his visionary schemes; he 
drafted plans for a Mutual Marine Insurance Society, a friendly benevolent 
society, and what is of greatest interest to us—he proposed a pension plan 
for the working classes so that a tranquil old age might be assured to the 
industrious through systematic constributions to a fund to be administered 
by the government and drawn upon by contributors in their time of need 
and in proportion to their previous savings. 

All of these theories were advanced in a book produced by him in 1687 
entitled ‘‘Essays on Projects’’; another treatise on similar lines was entitled 
‘‘Giving Alms no Charity and Employing the Poor a Grievance to the 
Nation.’” He was a prolific writer on many themes, a keen satirist, an 
enthusiastic controversialist and naturally in constant trouble; for one of 
his literary indiscretions he suffered fine and imprisonment and was publicly 
pilloried for three successive days. 
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It is, of course, true that the awkward pension plan promulgated by 
Defoe in 1697 is a vastly different proposition from the modern savings bank, 
but the desideratum of each is the same—the banishment of poverty through 
a provident care for the future. Here at least is the savings bank in embryo. 


First Actual Efforts 


The idea seems to have taken root first on the Continent in Brunswick, 
Germany, where a bank for savings was established in 1765; another was 
established thirteen years later, in 1778, in Hamburg which is still in exist- 
ence; following these came one at Oldenburg in 1786, at Loire, France, in 
1790; at Basel, Switzerland, in 1792; at Geneva in 1794, and at Kiel in 
Holstein in 1796. 


First Efforts in England © 


No serious attempt seems to have been made in England towards forming 
a savings institution until 1797, one hundred years after Defoe had published 
his ‘‘ Essays on Projects’’; in that year Jeremy Bentham agitated the inaugu- 
ration of a system of so-called ‘‘Frugality Banks’’; two years later, in 1799, 
the Rev. Joseph Smith put the plan in action at Wendover, Buckingham- 
shire; the Christmas Fund conception seems to have originated in this 
parish; the minister circulated proposals to receive sums on deposit from 
the working classes during the summer months when times were prosperous 
and to return the amounts at Christmas with the addition of one-third, or 
thirty-three and one-third per cent, as a bounty for the depositor’s economy. 
To the Anglo-Saxon then belongs the credit for first suggesting the savings 
bank idea and to the Teutonic race for first giving a practical demonstration 
of its effectiveness. 


Duncan Opens Scotch Parish Bank 


We shall now follow briefly the fortunes of the new institution im 
England until it waxed strong enough to be sent across the seas to America. 
In 1798 Miss Priscilla Wakefield established at Tottenham High Cross a 
Friendly Society for Women and Children, designed to afford annuities 
upon the attainment of a certain age, sick benefits and a burial fund; three 
years later its functions were enlarged to include a savings bank and a 
fund for loans. Rather an ambitious undertaking even for the modern 
‘‘uplifter!’’ Rapidly following the example set by Miss Wakefield, savings 
banks were established in London, Bath, Ruthwell in Dumfrieshire, Edin- 
burgh, Kelso, Hawick, Southampton and other places. It should, of course, 
be borne in mind that the plans of all these banks were crude and unscien- 
tific, depending too largely upon the bounty of the benevolent people who 
organized them; most of them failed to attain their high purposes, but 
earnest and devoted minds were addressing themselves to a heroic, humani- 
tarian problem; they were working in the dark; but they had faith to 
believe that there was light ahead. 

Through the tedious processes of elimination and evolution there was 
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visualized in 1810 a dream which long had been the heart’s desire of many 
who, like Abou ben Adhem of old, dearly loved their fellow men. At Ruth- 
well in Dumfrieshire, Scotland, the Rev. Henry Duncan put into active 
operation in that year a ‘*‘Parish Bank’’ upon which the modern self- 
sustaining savings bank is patterned; its organization was simple and 
effective ; he publicly and privately exploited his plan with the happy result 
of quickly and widely extending its beneficent principles; the ‘‘ Edinburgh 
Society for the Suppression of Mendicity’’ learned of Dr. Duncan’s work 
and in 1814 the Edinburgh Savings Bank was organized; this splendid 
institution is still performing a highly useful ministry to its community and 
ranks fourth in amount of deposits among all savings banks in the United 
Kingdom. From this time on the banks began to multiply until in 1817 
Parliament took the system under its control and regulation; meantime the 
banks had been voluntary philanthropic organizations and abuses of trustee- 
ship had naturally crept in. Suitable legislation for their protection having 
been enacted, these trustee savings banks were gradually established 
throughout England, Seotland, Wales and Ireland; in 1818 there were two 
hundred banks of this type in existence; all with private management but 
under state control. The system has always been kept under close govern- 
mental serutiny and continues to prosper in the larger communities, but in 
the smaller districts is giving way to the postoffice banks, inaugurated in 
1861, which offer greater conveniences to their patrons; notwithstanding 
the diminishing number of the trustee banks, their resources continue to 
grow satisfactorily. 

The development of thrift goes on unabated, and through the several 
classes of banks ready facilities exist almost everywhere for its encourage- 
ment. These numerous agencies for gathering the small savings of the 
industrious poor have done much to develop the character of the sturdy and 
independent Briton and to make London the financial center of the world. 


Conditions in the United States at Close of Revolutionary War 


We shall now pass to a consideration of the conditions in our own 
country just prior to the importation of the savings bank to America. The 
War of the Revolution, begun in 1776 and lasting through seven weary 
years, left the colonies weak and impoverished. They had cheerfully yielded 
up their all and counted not the cost too great for the freedom to work out 
their independent destiny; they then undertook to deserve the liberty their 
arms had won—but ‘‘tasks in hours of insight willed through hours of 
gloom must be fulfilled.’’ 

At the close of the war in 1783 the public debt was $42,000,000; conti- 
nental currency was worth only two per cent of its face value; Congress 
was actually impotent; no power to levy taxes had as yet been conferred by 
the states; the states themselves were unable to take care of their own paper 
money which had been lavishly issued to finance their local burdens; 
extreme poverty and the rigid enforcement of the drastic processes for debt 
drove the farmers of western Massachusetts into an insurrection which the 
state quelled with difficulty; in 1784 the situation was desperate almost to 
the point of anarchy; in fact there were symptoms of dissolution of the 
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Union and for nearly six months there was no central government; in 1786 
interest on the national debt was in arrears and Robert Morris, who financed 
the war, resigned his office in disgust and despair. “It is difficult to under- 
stand how any people could survive such poverty and weakness as our 
forefathers endured at this period. Added to these troubles there sprang 
up a looseness of manners and morals, due to the long-continued army life 
where home restraints and social conventions too often lose their power over 
conduct. But God was on His throne and was leading His people through 
ciseipline to a realization of His purposes concerning them. 


Early Struggle in America 


The ship of state began to right herself in 1790, at which time the census 
revealed a population of 4,000,000 people. Trade, industry and finance 
were in disorder; the country’s resources were largely agricultural, but 
maLutacturing began to receive encouragement by state bounty. Connecti- 
cut commenced to manufacture clocks and tinware; Rhode Island and 
Massachusetts established cotton mills, secretly importing the necessary 
machinery from England in violation of strict parliamentary prohibition; 
exports consisted almost entirely of foodstuffs and imported manufactured 
articles wrought serious hardships to home industries; other social and 
economic problems were pressing for solution; new commercial alignments 
were made necessary by the fortunes of war; readjustments were difficult 
and painful, but the spirit of the people was ‘‘sufficient for all these things”’ 
and with patient assurance they began to put their house in order. In their 
zeal to cure social ills they applied many unwise and unscientific remedies; 
these experiments, while often futile, indicated the benevolent temper of 
the people. As an evidence of this it may be mentioned that as far back as 
1778, in the early stages of the war, the New York Legislature passed 
‘“*An Act to regulate the wages of mechanics’’; in 1779 a bill was introduced 
for ‘‘the relief and settlement of the poor,’’ and in 1780 an act was passed 
for the general limitation of the prices of commodities. Of course, such 
legislative efforts to relieve the distresses of the people were abortive because ° 
they were wrong in principle, but the light was beginning to break. 

In 1792 ‘‘The Society of Mechanics and Tradesmen in the City of New 
York’’ was incorporated for the purpose of protecting and supporting such 
of their brethren as by sickness or accident may stand in need of assistance, 
ete.’’; in 1802 a ‘‘Society for the Relief of Poor Widows’’ was formed; in 
1803 a lottery was incorporated for ‘‘public improvements and charitable 
purposes.’’ Many other societies with similar aims were formed in the ten 
years following, probably the most interesting of these being the ‘‘Society 
of Tammany or Columbian Order in the City of New York,’’ incorporated 
in 1805. The purposes of this society, as indicated in its charter, were 
originally charitable—its creed is differently regarded today. Upwards of 
forty of these benevolent societies were given corporate life by the legislature 
of New York alone between 1786 and 1817. Other states were active in 
similar channels and their combined usefulness was a mighty factor in 
alleviating human distress. Pauperism was then a more engrossing subject 
of discussion than today, indicating that in the past one hundred years 
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civilization has made progress in healing this social disease, although we are 
still conscious of its blighting influence. 

Such then was the atmosphere existing in our country during the latter 
part of the eighteenth and at the beginning of the nineteenth century. We 
have seen that our forefathers had many battles to fight, but they did not 
neglect their duty to those of their brethren to whom fate seemed unkind; 
the time was ripening for the advent of the greatest uplifting social agency 
which civilization has produced. 


System Transplanted in America 


Earnest minds were in touch with the experiments in England and on 
the continent in the matter of frugality banks and old-age pensions; the 
‘*Bank for Savings in the City of New York’’ owes its origin to the influence 
exerted by a London magistrate, Patrick Colquhoun, upon the mind and 
heart of Thomas Eddy, a merchant of New York City. Mr. Colquhoun had 
been advocating savings banks upon a self-sustaining basis for the preceding 
ten years and Mr. Eddy was no doubt familiar with their general plans and 
purposes through correspondence and contact with Mr. Colquhoun; at any 
rate, on November 20, 1816, a meeting of prominent citizens was held, at 
which Mr. Eddy presided, the stated purpose of which was to form a savings 
bank. 

The principles of the proposed institution were explained, a constitution 
adopted and directors chosen; committees were appointed to procure a 
location for the bank, to secure an act of incorporation from the legislature 
and to draft an address to the public. It was deemed unwise to begin 
operations without legislative authority, and this was not granted until 
March 26, 1819. Business did not actually begin until July 3, 1819. On the 
opening day $2,807 was received from eighty depositors; by December 27 
the deposits had grown to $148,372.27 and the number of depositors had 
inereased to 1,481. It is amusing to note that in its first six months’ business 
it suffered losses aggregating $50.92—$27 in counterfeit money and $23.92 
‘“losses in change,’’ so called—or what is more familiarly known in this day 
as ‘‘short cash.’’ The president’s first report to the legislature is an able 
and interesting paper; he expected the bank to ‘‘excite the enmity of those 
whose emolument was the fruit of prodigal expenditure’’; in other words, 
he expected organized opposition from the tavern keepers, proprietors of 
places of amusement, ete.; he was agreeably disappointed, however, and 
reported that even several public tavern keepers had ‘‘brought their money 
to the bank for safety and increase.”’ 


Trustees Gave Bank Personal Attention 


The trustees of the bank attended personally to its affairs, a committee 
of three serving monthly in rotation, coming in contact with the patrons 
of the bank, securing their confidence and giving such advice to many of 
the depositors as ‘‘they believed would tend to promote careful habits and 
moral feeling.’ Some of their depositors confided to the trustees that they 
had suffered severe losses through lending their savings to some plausible 
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friend with - promise of an extravagant return; such losses were due to 
the lack of a ‘‘seecure oe of deposit’’ and ‘ignorance of how to improve 
what had been laid up.’ 

This impressive extract goes to the heart of the savings bank principle: 
‘‘The effect on the moral habits is not more certain than striking; he who 
has learned to be economical has first gotten rid of pernicious modes of 
spending money. Every time he adds to his amount he has an additional 
motive for perseverance. In the provision he is making for futurity is. 
associated all which can gratify him as a father, a husband, a guardian or a 
friend. The talent which heaven has committed to his care he improves 
for the objects of his affections; this, again, endears them to him, and thus 
the sum of human happiness is increased and extended. It is impossible for 
men continuing to act on such principles to be immoral.”’ 

Several classes of depositors are alluded to as particularly niellanas the 
friendly offices of the savings bank—among these are seamen, ‘‘Who are 
proverbially improvident, not so much, perhaps, from a love of waste as 
from a total ignorance of how to dispose of their money’’; the clergy also 
comes in for generous recognition as ‘‘a body of gentlemen perhaps more 
entitled to our gratitude and care than any other in the community’’; allu- 
sion is made to the ‘‘large families’’ and to the ‘‘small means’’ of these foes 
of Mammon, but it is naively stated that most of them can save a little; 
some of them at least accepted the invitation to lay up for themselves treas- 
ures upon earth notwithstanding the corrupting influence of rust and moths. 


Urging People to Encourage Thrift | 


This paragraph is especially fine: ‘‘As parents, as citizens and as men 
the trustees exult in the prospects which the bank for savings holds out to 
this growing city and state. ‘The habits which a resort to it induce hold 
out the best pledge for a reduction in the public burdens, as they are con- 
nected with indigence and want. They tend to inspire a spirit of inde- 
pendence, and in their moral operation lessen crime, poverty and disease. 
They teach man to depend upon his own exertions; encourage industry, 
frugality, cleanliness and self-respect and effectually prevent those who are 
so fortunate as to be influenced by them from applying either to public 
provisions or to private bounty for support.”’ 

In concluding this admirable report it is said that: ‘*‘The trustees are 
fully aware that they have undertaken an arduous task; but in the approba- 
tion of the public authorities, the countenance of their fellow-citizens and the 
increasing comfort of the community they will have a full reward.’’ 


Appeal to the Public Admirable 


The address to the public issued a few weeks before actual business 
began is also an admirable document and indicates that the new philan- 
thropie institution had enlisted the active support of the kindest hearts 
and the most sagacious minds of the community; the following short.extract 
from the address shows that the organizers knew how to put ‘‘punch”’ into 
advertising matter: ‘‘The immense profit which arises from a rigid system 
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of economy, and from depositing even small savings at interest, probably 
exceeds the most sanguine expectations; the sum of one dollar deposited 
weekly for a period of sixty years would amount at the end of that time, with 
its accumulation of interest, to upwards of twenty thousand dollars.’’ This 
appeal to the higher instincts is also very good. ‘‘There are few spectacles 
more truly gratifying, or more honorable to human nature, than a poor 
man surmounting, by his own exertions, the difficulties of his situation, and 
training up his family in the ways of honor and virtue, or industry and 
independence.”’ 

All will agree that the new bank began its eareer under auspicious 
influences and it is gratifying to relate that it still energetically continues 
its high mission of propagating the gospel of self-help and from the modest 
beginnings of 1819 has grown to enormous proportions, having to-day 
approximately 150,000 depositors and assets of more than $100,000,000. 
The history of this bank has been referred to somewhat at length because 
its experiences were typical of what was going on elsewhere. 


System Inaugurated in Philadelphia 


It has been shown that on November 29, 1816, the first public meeting 
in the interest of establishing a savings bank was held in New York City, 
but that the bank itself did not begin to do business until July 3, 1819; three 
days after this first public meeting in New York, or on December 2, 1816, 
the Philadelphia Saving Fund Society actually began to receive deposits, 
but as a purely voluntary association ; it did not receive a state charter until 
February 25, 1819; to Philadelphia, therefore, belongs the honor of having 
established the first mutual savings bank in America; in the beginning its 
growth was slow. . After operating two years and four months its deposits 
amounted only to $45,114—when it was taken over by the incorporated 
institutions; to-day it is a monumental institution outdistancing all other 
banks in the country in number of depositors (290,000), and is only slightly 
behind the leaders in amount due depositors ($125,000,000). 


System Inaugurated in Boston 


Boston enjoys the distinction of having the oldest incorporated savings 
institution ; ‘‘The Provident Institution for Savings in the Town of Boston,’’ 
having received its charter on December 13, 1816, eleven days after the 
Philadelphia Saving Fund Society opened its doors. A public meeting called 
by Hon. James Savage was held in Boston in December, 1816, and the fol- 
lowing sentiment endorsed: ‘‘It is not by the alms of the wealthy that the 
good of the lower classes can be generally promoted. By such donations 
encouragement is far oftener given to idleness and hypocrisy than aid to 
suffering worth. He is the most effective benefactor to the poor who encour- 
aves them in habits of industry, sovriety and frugality.’’ 

It appears that this is the first public act of legislation recognizing and 
protecting savings banks; England did not put them under the protection 
of Parliament until the following year, 1817. The bank began to do business 
in the spring of 1817 and declared its first quarterly dividend of one per 
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cent in July of the same year; five years later, in 1822, its deposits were 
$600,000 and its surplus $6,200; this institution centinues to enjoy the 
confidence of its depositors and now has about 105,000 depositors and 
resources of $57,000,000. 

One other bank must be mentioned in connection with the pioneer work 
of encouraging thrift in the United States: ‘‘The Savings Bank of Balti- 
more’ was organized as the result of a public meeting held January 1, 1818, 


‘‘for the purpose of receiving deposits of such small sums of money as are * 


the profits of industry and economy’’; it began to do business March 16, 
1818, and received its charter from the Maryland,Legislature in December 
of the same year; this bank also stands in high favor with its constituency, 
has 53,000 accounts and resources of $37,000,000. 


The Movement Grows Slowly 


These four banks were the vanguard of a mighty social movement which 
has kept an even pace with the material progress of our country; it is sig- 
‘nificant that they were ushered into existence during the ‘‘era of good 
feeling’? with which the administration of James Monroe is associated and 
shortly after the War of 1812 during which American manufacturing had 
received a strong impetus because of the blockade which England had 
maintained, preventing the importation of foreign manufactures; there was 
a feeling of optimism—people began to believe in themselves and in the 
greatness of their country. 

The funds of the new savings banks were at first exclusively invested 
in government and municipal securities but very soon the law sanctioned 
first mortgage loans on fee simple properties. Other communities soon 
began to follow the example set in the large centers of population and the 
movement slowly spread throughout the States. In 1820 ten banks were in 
existence with 8,635 depositors and $1,138,576 in deposits; twenty years 
later, in 1840, there were 61 banks, 78,781 depositors and $14,051,520 in 
deposits; in 1860, twenty years farther on, there were 278 banks, 693,970 
depositors and $149,277,504 in deposits; from 1860 the movement gathered 
momentum and to-day there are 2,159 savings banks, 10,686,000 depositors, 
$4,700,000,000 on deposit. 


Two Types of Savings Banks 


No uniform laws exist in the several states governing the incorporation 
of savings banks nor in prescribing standards of investment; the character 
and practices of the banks therefore vary widely. The mutual savings bank 
without capital stock is perhaps the ideal savings agency where neighbor- 
hood conditions justify its establishment, but local needs are fully met in 
most of the large communities of the West and South by the capital stock 
bank. 

Of the total number of pure savings banks existing to-day, 630 are of 
the mutual type and 1,629 have capital stock; the average deposits in each 
class being roughly $6,000,000 in the mutual banks and $500,000 in the 
capital stock class. The mutual banks are not growing in number; in fact, 
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there has been a net loss of seven banks in the last twenty-five years, but 
they are growing enormously in resources, having trebled their deposits in 
the same period; in this respect their experience is similar to the trustee 
savings banks in England, to which reference has already been made. 


Criticism of Stock Savings Banks 


The capital stock savings bank has been discredited in some quarters 
because of the admittedly commercial motive behind it. In 1873 Congress 
directed the Comptroller of the Currency to investigate and to report upon 
the general subject of state and savings banks. It developed that many of 
the so-called savings banks were not legitimate, according to the interpre- 
tation of Justice Davis of the Supreme Court of the United States, who 
held that a savings bank was one without capital and whose earnings inured 
exclusively to the benefit of its depositors. 

The country has outgrown this narrow conception of a savings bank 
and is to-day prepared to support a bank of any sort which offers facilities 
for conveniently receiving small sums on deposit and which affords absolute 
safety and a reasonable rate of interest; it is not concerned whether the 
motive of the management is philanthropic or selfish; it demands efficient 
service. Some states now forbid the establishment of any savings bank 
except those of the mutual type and permit no other institution to use the 
word ‘‘savings’’ in its title. 


Mutual Savings Banks Not Increasing in Number 


It has been observed that the mutual savings bank is not increasing in 
numbers. It is easy to discern the reason. It is not because the spirit of 
philanthropy is waning, but because the newly organized mutual savings 
bank is an institution of such slow growth as to be unable to comply with 
the public demand of to-day as readily as the capital stock bank, whose 
principal profits are usually derived from its commercial business. 

There is, however, one criticism which justly lodges against certain 
capital stock savings banks and other institutions with savings departments, 
which is that their savings deposits are mingled with their commercial 
deposits and subjected to the same investment risks. Many states by law 
require a strict segregation of savings funds and prescribe rigid standards 
of investment for them. Public sentiment is leaning strongly toward making 
this requirement general and it seems to be a reasonable provision of safety. 
As an evidence of the publie good will towards savings banks with capital 
stock, it may be stated that in 1875 there were twenty-seven banks of this 
elass and to-day 1,529. This shows that they are filling a need and that 
their business is prosperous. 

The mutual savings bank is also not without its critics, and, strange to 
say, its erowning virtue is its distinguishing weakness—conservatism. 
Whether from tradition or from the very nature of its business, the fact 
remains that as a class these banks are not aggressive in the sense of seeking 
new avenues of usefulness to their patrons or of affording them modern 
financial facilities which trust companies and capital stock banks, with an 
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enlightened self-interest, are eager to furnish. It is not within the province 
of this paper to suggest any remedies, but to point eut that a heavy respon- 
sibility presses upon the shoulders of those to whom this great trust has 
been committed not only to maintain the magnificent prestige of their insti- 
tutions, but to pass them on to their successors, equipped for the demands of 
to-morrow. To the experience of age should be linked the vigor of youth. 


Methods of Organization of Mutual Banks 


Brief mention should perhaps be made of the usual methods employed 
in organizing a mutual savings bank; the simple legal requirements remain 
almost unchanged from the beginning of the system; the state legislature 
or the general law recognizes a given group of men who apply for a charter 
as a corporate body and clothes these men usually with power to name their 
own successors; the depositor has no voice in the management and member- 
ship in the corporation or an active trusteeship is regarded as a community 
honor; in some instances the local court passes upon the qualifications of 
those nominated to fill vacancies. 

It is, of course, not to be assumed that a charter is granted to any body 
of men who seek one; in times past abuses have occurred in granting such 
privileges and to-day most of the states clothe their banking departments 
with power to give or withhold permission to start a new bank. The depart- 
ments are guided by the character of the men making application and by a 
canvass of neighborhood conditions to determine if a publie need for such 
an institution exists. Organization expenses and the early costs of admin- 
istration are usually taken care of by a guarantee fund subscribed by the 
inecorporators; in some instances a bond is required in order that the 
depositors may not suffer from the collapse of the institution in the early 
stages of its existence. 


Accumulation of a Surplus Fund 


In order to take care of inevitable losses, the mutual bank immediately | 


begins to accumulate a surplus or guarantee fund to serve the bank in lieu 
of capital. Some state laws now provide that a certain percentage of 
annual net earnings be set aside until a minimum surplus of three or five per 
cent of the total amount of deposits is attained, the rate of interest allowed 
to depositors being fixed at a low figure until the minimum surplus is 
reached. The maximum amount of surplus permitted is fixed at ten per cent 
in Massachusetts, at twenty-five per cent in New York, while other states 
preseribe no maximum but allow a wide latitude of judgment to the trustees. 
Considering the high average class of investments held by these banks, it 
would seem that a surplus maintained at ten per cent of total deposits would 
be ample for all emergencies, but in the system as a whole the average 
protection is much less than this amount, and many banks are even strug- 
gling along without having reached the minimum prescribed by law. This 
weakness will no doubt work out in time. 

Errors of judgment have often occurred in establishing banks where they 
were not needed and most of these have’ died a natural death without 
inflicting losses upon their depositors, the organizers having kept faith with 
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the people whom they were anxious to help; there are, however, instances 
on record where banks were organized purely because their promoters were 
seeking some selfish end, and such banks always constitute a grave element 
of danger. Following the Civil War there oceurred the greatest activity 
ever experienced in the organization of new savings banks; in New York 
State alone in the ten years following the war their number doubled. All 
the New England States had a similar experience. 


Stability of Mutual Savings Banks 


Those banks which came into being during this period in response to a 
real need and which were sponsored by high-minded and conservative 
trusteeship survived the severe depression brought about by the panic of 
1873. Many others were crippled and some went to the wall. A survey of 
the wrecks revealed that the losses suffered by depositors were surprisingly 
small; many institutions with careful liquidation paid their depositors in 
full, nearly all eventually paid a generous percentage of the funds entrusted 
to them. It is gratifying also to relate that actual delinquency in handling 
these funds has been exceedingly rare; embezzlements by officers and em- 
ployees have occurred, of course, but failures have been nearly always due 
to ignorant and stupid management, to excessive interest rates paid depos- 
itors and to the natural sequence of assuming unwarranted investment 
risks in order to swell the income of the bank. It should be said to the 
eredit of most of those who have assumed the high office of trustee that 
they have been loyal, diligent and efficient. It is doubtful whether in any 
sphere of activity more zeal and intelligence have been displayed than in 
the conduct of these banks. 


Limitation of Deposits 


It has been pointed out that the original purpose of the savings bank 
was to encourage those who by their daily toil and by dint of self-denial 
could lay by small sums for the proverbial ‘‘rainy day.’’ It has always 
been assumed that normally in times of employment a margin exists between 
necessary expenditure and the actual income of the working classes; of 
course, NO one can save money who is unable to earn it. The appeal of the 
savings bank is therefore not to the desperately poor—they must receive 
alms—but to the modest earner of his daily bread, who is thus encouraged 
to manage his affairs with prudence so that the narrow margin between 
income and outgo may constantly widen, the difference to be put aside as 
capital. Such a policy is preventive and serves to control the increase of 
indigence, for it must be recognized that pauperism largely draws its recruits 
from those who could have saved if the thrift appeal had taken root; many 
eannot be reached by thrift teaching. The instinct to squander: and to 
vicious self-indulgence has a strangle hold upon them, but it is often pos- 
sible to reveal his folly to the foolish and to save the profligate to habits of 
industry, sobriety and self-control; the appeal of the savings bank is to a 
man’s manliness, his scorn of dependence and his ambition to lift himself 
beyond his surroundings. 
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It is evident then that the call to the higher impulses of men comes with 
the same accent to all who gain their livelihood throygh their own exertions, 
for that man is poor who is dependent upon the fruit of his labors and who 
is accumulating nothing against a possible future want; the clerk with a 
salary of $500 needs the protection of the savings bank and so does the 
professional man with an income of $10,000. Happily all classes have 
claimed the privilege of using the facilities which the savings bank affords; 
and the larger deposits of the more prosperous have multiplied so rapidly 
that our law makers have been led to fix a limit to the amount which any 
one savings bank might receive from a depositoy. The effect of such laws 
was immediately negatived by the opening of new accounts in fictitious 
names or accounts in trust for others and by opening accounts in several 
banks; in the minds of many such a regulation is injudicious as well as 
ineffective and discretion may safely be lodged in the hands of the trustees 
as to the maximum balance which a depositor may earry. 


Natural Limitations Are Sufficient 


Granting, however, that regular deposits should be limited to a given 
amount during the month or during the year, it is surely unnecessary to 
limit the total accumulations of the individual depositor; the ability to 
invest money wisely is possessed by few; a hardship is imposed upon the 
self-denying depositor who reaches the goal set for him by the law—#1,000 
or $3,000—and is then compelled to invest the further fruits of his industry ; 
his nature is not changed by magic as soon as he attains the coveted end; 
he is still a mechanic or clerk or business man with the same investment 
limitations as before and still needs the help of his bank. Most professional 
men are so engrossed in their daily tasks as to be unable to give attention 
to the principles of investment and their earnings are an easy mark for 
the plausible vendor of unsound securities; many good business men confess 
to a similar ignorance; and the savings bank should offer a safe refuge to all 
who desire its protection. Likewise, the widow who receives a lump sum 
of life insurance should not be compelled to divide her all into several 
units if she prefers to entrust the whole to one bank in which she has confi- 
dence, nor should she be compelled to assume the risks of investing it. An 
incidental advantage of the large account is that it serves to reduce the 
ratio of expense to deposits, and this inures to the benefit of the small 
depositor; the element of danger is that in times of panic withdrawals of 
large sums might necessitate the sacrifice of securities in order to meet the 
unusual drain; the general experience of the strong savings bank is that in 
seasons Of stress their large deposits usually remain undisturbed ; this objee- 
tion, however, if real, may be overcome by a by-law provision grading the 
length of notice required according to the amounts applied for. It has in 
this way come about that the savings bank is meeting other social needs 
than simply caring for the modest savings of the humble daily toiler; it 
has become a reservoir of such ample dimensions as to invite the aceumu- 
lations of those who enjoy a moderate degree of affluence. 

The figures which have been used to measure the extent of our harvest 
of savings when combined reach stupendous proportions; in all classes of 
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institutions there appear to be 25,000,000 savers who have at their com- 
mand resources of $8,500,000,000, an average of about $340 for each depos- 
itor. It is obvious, however, that a large number of people have several 
savings accounts, and it is perhaps safe to say that only one person in five 
in our country is using the resources at his command for safeguarding his 
future against want; this situation creates the opportunity and the privilege 
of the future. 


What of the Future? 


The price of progress is effort; what a happy augury then that the bank- 
ing conscience is now aflame with the new responsibility which fate seems 
to have thrown across its pathway. The devastation of Europe places the 
burden of financial leadership upon America; our captains of finance must 
have access to the many streams of wealth flowing from the remotest recesses 
of our land and all must help to keep the channels open in order that there 
may be no lack in the central reservoirs. The banking world recognizes as 
never before its duty to those as yet unreached by the eall of thrift and the 
future is rosy with promise. 


Wider Distribution of the Stores of Wealth 


In a largely augmented army of savers we shall see a wider distribution 
of the stores of wealth, a cheerful and hopeful people and a country prepared 
to respond to the world eall for help. With increasing material possessions 
we shall see the quickened pulse of power; in the release of a new born 
energy of mind and body we shall see the nostrils of men dilated with the 
breath of a new life; a mutual share in the world’s work will create a real 
brotherhood of man and bring to pass the reign of good will on earth. It 
is a high privilege to take part in lifting the veil which hides the beautiful 
and in ushering: in the golden days when ‘‘man is man and master of his 
fate.’’ 


THE UNRULY MEMBER 


When the recording angel 
Starts to weigh 
The sins that now are hid, 
I hope and pray 
Tle‘ll count the things I thought, 
But didn’t say, 
To offset those I did. 
—Life. 


































MANAGING THE GOLD SUPPLY TO MEET 
A FOREIGN DRAIN 


BY A. C. MILLER 


Member of the Federal Reserve Board 


HE European war has pushed forward the day on which Amer- 
ica has taken its place as a leader in the international money 
market, and its banking system had, in the very nick of time, 
been reorganized in such a way that it is ready to face the 

problems of international finance. . . . The new system came into being 
at a time of stress, and so far has faced with admirable composure and suc- 
cess a series of problems for which no experience could have prepared it. 
America is now one of the leading powers in international finance, and on 
the wise and skillful use of its strength the future prosperity of the civilized 
world will, to a great extent, depend.’’ These words, quoted from a recent 
book on international finance by Hartley Withers, England’s most brilliant 
financial writer, reflect the growing appreciation of the profound alteration 
which has taken place in the position of our country in the sphere of inter- 
national finance resulting from the disorganization and dislocation in estab- 
lished relationships and ways of doing things growing out of the great war. 
Mr. Withers has not exaggerated the change in our situation and the new 
responsibilities with which our country is being confronted in the region of 
world finance. 


Radical Changes in Last Two Years 


The world has changed much during the two vears since the Federal 
Reserve system was put into operation, and there is every evidence that it 
is going to keep on changing at a rapid pace and for a long time to come. 
We are right now in the midst of a most acutely transitional position—more 
marked than any that has ever hitherto overtaken our foreign commerce. 
Our commerce is changing and will keep on changing, not only in its magni- 
tude but in its character; we shall be trading in new things and with new 
countries and our industries are changing to keep pace with our commerce. 
And since the country’s obligations and opportunities in the field of inter- 
national finance depend upon its position in international commerce, it is 
elear that our banking machinery must change and gain in strength to 
accommodate our expanding and changing commerce. In the last two years 
we have lived through a generation. 
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Changes in our banking methods and the scope of banking operations 
which were foreshadowed in the Federal Reserve Act, and for which pro- 
vision was then made for the first time in the history of American banking 
legislation, are coming with a speed which was not anticipated and which 
could not have been anticipated. Before the outbreak of the European 
war, our country had very little to do in the field of international finance 
except as a borrower and so it had no occasion to develop the machinery of 
international banking. It sought such international banking facilities as it 
required from other countries, and took them on such terms as were given. 
American banking had been developed strictly on domestic lines as an inci- 
dent to the internal development of the country’s industry and trade. 


Why Foreign Investment Is New to Us 


The country was so large and rich, and offered so attractive a field for 
the investment of capital at home, that it left little or no margin of surplus 
banking capital for foreign operations, but instead attracted immense invest- 
ments of foreign capital to it. As long as this condition continued we were 
content to let other countries take care of the business of international 
banking so far as our needs were concerned, for much the same reason that 
we were content to let other countries supply our needs for ocean carrying 
service. 

More than one occasion, however, had shown that the time was approach- 
ing when our country must look to its own facilities and resources for a 
larger measure of accommodation in international banking. The dependence 
upon foreign countries was being felt to be precarious. The Federal Reserve 
Act, therefore, undertook to create agencies which would give to the bank- 
ing machinery of the country a greater measure of control over those factors 
in international finance which were of consequence to the stability and ease 
of American trade. 


Affording Greater Banking Facilities 


For this purpose, it authorized National banks to establish foreign 
branches; for the first time it authorized National banks to accept against 
transactions arising out of the foreign trade of this country ; in brief, created 
‘*dollar exchange.’’ And what is perhaps destined to be of equal importance 
with either of these, it authorized the Federal Reserve banks with their 
considerable resources to enter the field of foreign banking by the establish- 
ment of foreign agencies and correspondents in any part of the world, and to 
engage in operations in foreign exchange, purchase and sale of bullion, ete. 
How much the unprecedented prosperity that our foreign trade and industry 
have enjoyed during the past two years is due to the banking facilities ere- 
ated by the Federal Reserve Act, it would be difficult to exaggerate. 

The acceptance business, hitherto a strange and unknown field in Ameri- 
ean banking, has been entered with marked success; ‘‘dollar exchange,’’ 
hitherto an unknown quantity or symbol in the world of international com- 
meree, is now recommending itself to the favor of trading nations as the 

- most stable unit of international payment. To maintain our exchange on a 
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stable basis through lean times as well as through fat times, is clearly so 
important a prerequisite to our expanding commerce and industry, as to 
make the agencies of its maintenance and control a matter of primary con- 
eern to every banker and business man in the nation. The never-to-be- 
forgotten events of the early autumn of 1914, when there was a complete 
demoralization of the foreign exchanges and a more or less complete sus- 
pension of trade, need only to be recalled to induce an appreciation of what 
stable exchange means to a country. ‘ 


England’s Efforts to Protect Her Trade 


The heroie and costly efforts which England and other foreign countries 
have been making to protect their trade with the United States by stabiliz- 
ing their exchange as far as they could through shipments of gold, ship- 
ments and sales of securities, and borrowing, emphasize the same truth, 
and suggest that we should carefully examine our banking machinery with 
a view to determining whether it is in all respects equal to the task of doing 
the work in international finanee which is clearly destined to fall to us in 
the critical period of reconstruction which will be entered upon by the 
great trading nations after the conclusion of the war. 

For we shall have to do our part, not only industrially and commercially 
but also financially, in helping the nations and peoples of Europe to indus- 
trial and financial rehabilitation when this most costly and destructive. of 
wars is finally finished. Banking responsibility always attaches to coun- 
tries which are financially strong and able. The American banker is clearly 
destined to have not only a place of larger importance in the affairs of his 
own country, but to play a role of first importance in the affairs of other 
countries. Now is the time to get ready for this work, so far as we are not 
yet fully prepared; to take reckoning of the demands which will be made 
upon us; to take stock of our resources and capabilities, and to supplement 
these where they seem inadequate. 


Many Angles to International Problems 


There are many different angles to the problems of international finance 
which may be expected to affect us after the war. There is one in partiecu- 
lar, however, which has riveted the attention of banking circles of late and 
been regarded by many as of such vital concern as to make it a problem of 
great urgency. It is the problem of devising effective ways of dealing with 
our gold supply. It is this problem to which I venture to direct your atten- 
tion to-day, for, without sharing the extravagant anticipations, often ex- 
pressed, of the difficulty that we shall encounter in dealing with this 
problem, I nevertheless feel that the problem is a real problem and worthy 
of careful thought. But I do not hesitate, at the outset, to express the 
opinion that it can be dealt with easily and competently if we know how to 
use our existing banking machinery effectively. I may go further, and 
add that I think there is danger, if we exaggerate unduly the magnitude 
and difficulties of the problem, of distorting and disfiguring our banking 
system to its own prejudice and to the prejudice of the country’s real 
interests. - 
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In dealing with any problem into which so many novel, uncertain, and 
incalculable factors enter, it is next to impossible to distinguish between the 
possibilities and the probabilities, and this error, I believe, has been made 
by some who have been considering the problem of how this country will 
meet the export demands for gold after the close of the war. But this is 
not the only or the principal matter regarding which I differ with them. 
Granting what nobody is in a position to forecast—that there will be ex- 
tremely heavy demands for gold made upon us—I feel that there is a choice 
of methods or means of meeting such demands to which the banking and 
business public should not be indifferent. 


Enormous Accumulations of Gold 


It is a matter of common knowledge that, up to October 13, 1916, the 
United States had received from Europe, since August 1, 1914, on settlement 
of the international trade account $631,097,000 of gold. If the present gold 
movement into the country sustains its pace to the end of the calendar 
year (as seems likely if those who estimate a trade balance in our favor of 
not much less than 2% billions of dollars are right) this amount will be 
increased greatly. Indeed, so long as there is gold to be laid hold of, it is 
likely that the gold exports to us will grow (unless we take steps to check 
them) because of the diminution and gradual disappearance of the supply 
of European-held securities marketable in this country. The result will be, 
indeed is already close at hand, that the United States, simply in its capacity 
as a trading country and without any design or ambition on its part, will 
have come more nearly having a control of the supply of the most funda- 
mental and important instrumentality of modern commerce and finance than 
has ever been witnessed. 

But the gold which the European nations have been sending us because 
they must now have our goods, it seems clear they will endeavor, after the 
war, to get back from us, because, without it, it is extremely unlikely that 
they could re-establish their position as trading nations. Problems of 
finance will be to the forefront in Europe because financial reconstruction 
must accompany, if not indeed precede, commercial and industrial recon- 
struction. We are likely to see the experience of the United States, in 
the unsettled and uncertain decade following the Civil War, repeated on a 
gigantic scale in Europe. 


Duration of European Restoration Period 


The vast debts piled up by the European belligerents (now estimated at 
close to 50 billions of dollars), the huge issues of paper currency in one form 
or another, make the problems of the restoration of credit, the refunding 
of debts, and the resumption of specie payments among the most urgent 
and the most difficult with which they will be confronted—problems for 
which no solution will be found which does not involve more or less partici- 
pation and help on the side of the United States. It was well nigh ten years 
after the close of the Civil War before we were able to put through the 
successful refunding of our national debt, and it was fourteen vears before 
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we had wiped out the discount on our paper currency by the resumption of 
specie payments. : : 

How long the process of financial restoration in Europe will take, can 
not be foretold; but we may assume that, with our costly American ex- 
perience as a warning example, to say nothing of the knowledge derived 
from some of their own past experiences, every effort will be made to shorten 
and hasten the process of recovery by shaping their policies and bending # 
their energies toward the achievement. Specifically and concretely this. 
means that they must put an adequate foundation of gold under their 
inflated credit systems and their overstrained banking structures; and 
their chief reliance in undertaking to secure the necessary gold must be the 
neutral countries whose gold hoards have augmented so rapidly as a result 
of the vicissitudes of war. 

The Seandinavian countries, Holland and ourselves, among neutrals, 
and Japan among the belligerents, have been the chief recipients of the out- 
flowing gold. All of these countries are likely, therefore, to have an oppor- 
tunity to part with much of their recently acquired gold, but we are likely, 
yes, almost certain, to be the principal market in which the yellow metal 
will be sought, because of our vast holdings and acquisitions. We may also 
expect that the more rapid the process of financial recovery undertaken by 
the countries of Europe, the more intense will be the demands made upon 
us for gold. I repeat, therefore, that the problem of the wise and effective 
management of our gold supply is a very real problem. 


May Involve Change of International Basis 


[ am not overlooking the suggestion, which has not infrequently been 


made within the past year by careful observers and students of the financial 1 
demoralization which is going on in Europe, that the commerce of the future ; 
will be organized upon some basis of barter and credit which will dispense 


with the necessity of having the liberal supply of gold necessitated under the 
old ways of international trading and banking. The suggestion certainly 
merits attention. It may be admitted that everything will be done which qi 
ingenuity, sharpened by the drastic experiences of war, can suggest, to 
economize the use of gold in the credit systems of the European nations. 

There is undeniable evidence of energetic efforts being made by the great 
banks of France and Germany to inaugurate a reign of economy in the 
handling of their gold by the transplantation of credit devices and expe- 
dients borrowed from the banking practice of England and the United 
States, such as the substitution of the checking account for the uneconomical 
and clumsy bank note. There is much evidence of a closer banking co-op- 
eration between the leading groups of belligerents. New and improved 
machinery of international settlement is being devised. This, doubtless, is 3 
one of the objects of the Economie Conference of the Entente Powers, and 
it is possible that some substantial and considerable changes in the gold ‘ 
economy of Europe will result; but it would, in my opinion, be highly ’ 
unsafe for us, as the leading gold holding nation of the world, to predicate 
our banking policies upon the supposition that gold is destined not to return 
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to its former position of supremacy as the medium of international payment 
and account after the close of the war. 

The history of commerce shows that banking traditions die slow and 
hard; and so, in my judgment, it will be with the tradition that there is but 
one medium of international payment which is universally valid in the 
modern world, namely gold. I do not doubt that we shall get speedy and 
decisive testimony to this effect as soon as, or even before, the war is over. 
Take for example the case of Germany. Her position is in no wise different 
from that of her neighbors—friends or enemies—except in degree; that is, 
the strain upon her credit and upon her banking structure by reason of the 
war has been more severe, as evidenced by the magnitude of her debts and 
the volume of her credit circulation. Her previous position as a trading 
nation was the second in Europe. That trade has been completely and 
decisively cut off by the war. 


Banking Traditions Die Slow and Hard 


Germany’s problem, therefore, presents only in somewhat exaggerated 
form the situation of the other belligerent countries. All of them are 
straining public credit to the limit and involving the management of their 
great central banking institutions under the pressure of public necessity, 
in hazardous ventures in the field of finance. All, with the exception of 
England, have long since suspended specie payment—even though by one 
form of financial concealment or another they are attempting to mask the 
real situation and England herself, long renowned as the world’s one and 
secure free gold market, is rapidly approaching the point where there will 
be no eseape for her from a suspension of specie payment, if the war con- 
tinues much longer. Such a step as the abandonment of specie payment 
and the dethronement of the pound sterling from its position of high 
prestige will be taken, we may believe, most reluctantly and as a last 
resort in a struggle of peculiar desperation and of national existence. And 
why? Beeause this greatest and oldest of the trading nations recognizes 
full well how essential gold is to the maintenance of her position in inter- 
national trade and in international banking. 


Sound Finance and Banking Essential 


And so it will be with Germany and the others. No one will be quicker 
to appreciate than her clear-sighted economists and financial advisers, that 
she can not hope to recover her foreign trade without a sound system of 
banking and finance behind it. To invite others to trade with it, a nation 
must be in a position to inspire confidence in the stability and integrity of 
its financial system. The German mark, now seriously depreciated (esti- 
mated as much as 26 per cent) must be brought back to a parity with gold. 
There is but one certain method for this purpose—to increase the gold sup- 
ply of the country. We may expect, therefore, that no effort will be spared 
by. Germany, England, or the other countries in a similar position, to attain 
this object at the end of the war—namely, to build up their gold supplies 
so as to bring them more clearly and more swiftly into equilibrium with 
their credit currency. 
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Without indulging for a moment in any exaggerated fears of a so-called 


‘“‘gold war,’ we may nevertheless expect that the,world will experience 


in an intensified form a condition analogous to that which was experienced 
in the decade 1870-1880, when the adoption of the gold standard by Ger- 
many and other countries, and the resumption of specie payments by the 
United States, Italy, and other nations, caused such a rapid succession of 
demands for gold as to have led to its characterization, at the time, as a 
‘*scramble for gold.”’ 


How Is Gold Going to Be Obtained? 


The question, then, which is at once a concern to Europe and to us, is, 
first, where is the gold to come from, and second, what is the process by 
which it is going to be obtained? 

The answer to the first question hardly admits of any doubt, in view of 
the impending loss of the position, long held and filled by England as the 
world’s one free gold market, and in further view of the unequivocal and 
decisive shifting, if not for all time at any rate for a sufficiently long time, 
of the center of financial gravity to the United States. As a nation we now 
possess the largest stock of gold ever held by any single country, and we 
are at present the only considerable free gold market in the world. Every 
present indication is that our position in both of these ways will be ecumu- 
latively strengthened as the war goes on. It is clear beyond question, there- 
fore, that the nations of Europe, in rehabilitating their finances, will look 
to the United States for gold. This question thus disposed of, the further 
questions for us to consider are, how is our banking organization situated 
to meet such foreign demands for gold as may arise, and by what process or 
processes may demands for our gold be expected to make themselves felt ? 


Three Methods of Draining Us of Gold 


As regards the methods by which Europe will seek to recover some part 
of her gold supply, there are three which deserve notice: (1) the establish- 
ment of credits here to be taken out in gold, (2) the establishment and 
maintenance of discount rates sufficiently high to attract some part of our 
supply of floating capital, and (3) the establishment of a favorable balance 
of trade, which would require gold remittances by us. The successful 
flotation in the American market during the past two years of foreign 
government issues may have begotten the expectation that considerable 
loans can be placed here on the return of peace; and such may be the ease 
for a short time and for loans of a special character and of limited amount. 
But it is not probable that any such method of taking gold from us could 
obtain large dimensions or last very long. 

It is probable, however, that for a while at least, some of our floating 
funds might be diverted to the European market by higher discount. rates. 
If such a shifting should. attain undesirable dimensions, however, it could 
easily be controlled by raising our own rates. European countries desiring 
gold from us will, therefore, have to rely mainly upon the natural processes 
of trade. Just as England and other countries have parted with enormous 
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quantities of securities and gold to us because of their unfavorable balance 
of trade, so it will be by reversing the process and establishing a balance of 
trade in their favor that they will be most likely to sueceed in **repatriat- 
ing’’ their lost gold. 


Gold of Higher Value Abroad Than Here 


A country in times of peace can not, of course, be forced to part with 
its gold except by commercial pressure or inducement; in other words, 
except as it is its interest and advantage to do so. That will be when its 
gold has a higher value in a foreign market than it has in the home market. 
Prices and discount rates are the chief agencies through whicl: gold dis- 
tributes itself in proportion to normal commercial requirements among the 
gold-using countries. Gold will leave this eountry because, and to the 
extent, that gold prices are higher here than elsewhere, or discount rates 
iower. We may expect that after the war prices for staple commodities in 
the leading world’s markets will find their new level gradually, and that 
gold will distribute itself so as to maintain prices in the different countries 
in conformity with the new price level. 


Can Protect against Artificial Means 


It is possible, and is probably a contingency not to be overlooked, that 
a replenishment of gold stocks may be so essential to some of the European 
countries that they will attempt by artificial means (that is, through the 
stimulation of exports and by high discount rates), to establish the balance 
to trade in their favor. No doubt some such view or fear as this is in the 
minds of those who believe, or profess to believe, that so-called ‘‘raids’’ will 
be made upon our gold supply by means of ‘‘dumping.”’ 

We ought, of course, be in a position to protect ourselves against any 
such artificial methods of trade should oceasion arise, and for this purpose, 
as well as other purposes, have wisely created a tariff commission. But 

venture to suggest that such anticipations are not to be taken too 
seriously. 


We Will Long Hoid Position as a Creditor 


No one can foretell what changes in the competitive capacities and rela- 
tive positions of the leading trading nations as debtor and creditor will 
result in the economie and financial readjustments that will follow from the 
war. It is easy to draw a picture of Europe industrially exhausted, pros- 
trate, and helpless after the war, and requiring many years for recovery. 
It is equally easy to conceive a Europe emerging from the trenches made 
strong, resolute, and formidable by the hard discipline of war. There will 
no doubt be elements both of strength and of weakness in the economic 
capabilities and recuperative powers of Europe’s industrial leaders. Which 
way the balance will tip in the case of particular countries, no one can fore- 
see. What is, therefore, important for us is that, while carefully watching 
developments and signs, not to make the error on the one hand of exaggerat- 
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ing the difficulties with which we shall be contronted, nor, on the other 
hand, of minimizing the possibilities which attach to the situation. 

My own view and expectation is that the United States may be expected 
tor a long time, perhaps permanently, to hold the position of a creditor 
nation to which she has attained during the war: first, because of the 
practical extinction of our financial obligations to Europe, the interest on 
which had long been a very important element in the international account; 
secondly, because of the considerable financial obligations that Europe has 
incurred to us; and thirdly, because industrially and commercially our posi- 
tion as the leading source of supply of many of the most important requisites 
of commerce will be strengthened by reason of the depletion of stocks of 
raw materials, ete., in Europe, and because the ‘‘foreed draught’’ which war 
orders have given to the establishment and expansion of many of our lead- 
ing manufacturing industries has given an impulse to our outward com- 
meree which is likely for years to lead to a mass and value of exports which 
will pay or more than pay for all the goods and services we shall need from 
Europe. Indeed, it is conceivable that a situation may exist for some con- 
siderable time after the war in which the problem will be rather how to get 
rid of some of our redundant gold advantageously, than how to hold on to it. 


Now Have More Gold Than We Need 


We now have more gold than we need. The hard necessities of war 
have obliged Europe to send us gold in excess of our normal and proper 
requirements. Prices for commodities generally have been driven up by 
leaps and bounds. There are many things that we need from Europe much 
more than we do gold, and in return for which we should be glad and ready 
to part with our surplus stock of gold. Good financial policy on our part 
will, therefore, be directed not toward undertaking to make provision 
against a return of gold to Europe, but toward making provision for its 
return by a gradual, orderly, and well-controlled process. This problem, I 
repeat, which has inspired a feeling of great anxiety and even of alarm in | 
some, really presents no difficulties which we can not easily master, even 
if we assume that the problem may be one of very much larger dimensions 
than there is now good reason for expecting. 


Export of Gold May Be Very Rapid 


What dimensions the gold movement to Europe may be expected to 
attain to, we can only conjecture. Whether, in the course of time, we shall 
return to Europe all the gold that we have received from her may be 
doubted; certainly not for some considerable time. We shall not, therefore, 
be erring on the side of under-statement of the possibilities of the situation, 
if we assume that the maximum amount of gold which we may be ealled 
upon in time to send back to Europe, will be approximately equal to what 
we have received. 

Thus far, we have received since August 1, 1914, and up to October 13, 
1916, $631,097,000 more gold than we have exported. If we assume, further, 
that the rapidity with which the return will be made will be approximately 
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identical with the rate of rapidity at which we have received it, we should 
be far within the limits of safe calculation if we fixed upon some $500,000,- 
000 or $600,000,000 at the present time, as the gold export demand which 
the banking system of the country might be called upon to meet within a 
period of two years. 

If the war runs another year, we may have to take more millions ‘of 
European gold and might have to raise correspondingly the approximate 
amount of gold which might have to be returned to Europe. I say ‘‘might’’ 
rather than ‘‘would,’’ because of my firm expectation that we shall not 
have to return so large an amount, and also because I realize the importance 
of being prepared to deal with possibilities, in the face of so unprecedented 
a situation, however remote the possibilities may seem, and finally because 
of my strong conviction that there is nothing whatever in the possibilities 
which need embarrass us. Assuming, then, that we may have to return in 
the course of some two years, some $500,000,000 or $600,000,000 of gold, 
how is our banking machinery prepared to cope with the problem of its 
orderly management? 


Problem Concerns the Entire Country 


This problem is one which concerns every part of our American banking 
system. But it may be admitted that it is in a peculiar sense a problem of 
concern to the Federal Reserve system. The Federal Reserve banks were 
specifically created, among other important objects, to manage the banking 
reserves of their members and to regulate the movements of gold. 

What, then, is the gold position of the country and of the several com- 
ponent parts of its banking system, and especially, what is the gold position 
of the Federal Reserve banks? 


Total Gold Holdings Are Very Large 


The total gold holdings of the United States at this time, are estimated 
at $2,600,000,000. Of this amount, approximately $¢280,000,000 is in the 
treasury of the United States, the balance being distributed amongst the 
banks of the country, ineluding the Federal Reserve banks, and the hands 
of the general public. Over $500,000,000 is held by the member banks of 
the Federal Reserve system, over $300,000,000 is estimated to be held by 
State banks and trust companies, and the rest, it may be conjecturally esti- 
mated, is in the hands of the general public. The total amount of gold held 
in and by the Federal Reserve system is $616,000,000 (October 13, 1916). 
This is made up of $406,000,000 held by the Federal Reserve banks, and 
$210,000,000 held by the Federal Reserve agents, this last being some of the 
redundant gold of the country which has been impounded in exchange for 
Federal Reserve notes, and which is in the keeping of the Federal Reserve 
agents, to be held until the occasion for its use arises. 

It should not be inferred, however, that all of the $616,000,000 held in 
the Federal Reserve system is free gold available to meet a foreign drain. 
Certain deductions must be made in arriving at a statement of the Federal 
Reserve system’s free gold assets. The most important deductions are the 
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reserves of 35 per cent required by the law to be held against the reserve 
deposits of member banks, and of 40 per cent against outstanding Federal 
Reserve notes. These deductions now aggregate $195,000,000. After allow- 
ing for these reserves, and, in addition, for a 40 per cent reserve against 
Federal Reserve notes now secured by gold in the hands of the Federal Re- 
serve agents which could be replaced by the deposit of eligible commercial 
collateral to secure such notes, the amount of the Federal Reserve system’s 
available gold may be set down as $345,000,000. (This does not take into 
account amount added through the payment of the November installment.) 


Makes an Imposing Aggregate 


This $345,000,000 of free gold is certainly an imposing aggregate. It 
is the largest amount of gold that has ever been massed under effective and 
unified banking control in this country. To many it will seem altogether 
sufficient to answer any probable needs. Indeed if we were to be guided 
in our judgment of the probable provision that should be made, purely by 
our past experience, and neglect the profound changes which have come to 
pass in the world of finance during the past two years, we might well believe 
that this amount would not only be ample, but more than ample, easily to 
provide for any probable demands. 

But I have already stated my reasons for believing that it will be pru- 
dent, in making our calculations, to take note of the possibilities as well as 
the probabilities, particularly as the latter are so incaleulable, and to 
aecept $500,000,000 or $600,000,000 as the figure to bear in mind in estimat- 
ing the amount of the possible gold demands that might be made upon us. 
Taking this figure as the goal of our calculations, it is clear that the present 
resources of the Federal Reserve system, big as they are, are not to be 
regarded in any but an optimistie calculation as certainly equal to meeting 
any possible drains of gold that might develop at the close of the war, and 
be equal, at the same time, to supplying any needs of our domestic banking 
situation which may develop. 


Problem Is How Best to Mobilize the Gold 


The practical problem confronting the managers of the Federal Reserve 
system is, therefore, how best to proceed in undertaking to mobilize from 
the extensive gold supply of the country outside of the Federal Reserve 
system, an amount of gold which will bring the free holdings of the system 
up to, say $500,000,000 or $600,000,000 ; that is to say, how to bring under 
the control or management of the Federal Reserve banks an additional 
potential of $400,000,000 of gold, of which $260,000,000 would be over and 
above the required reserves. 

This looks like a big order, but this is a day and a country of big things, 
and we are equal to the order. The problem should offer no great difficulty 
if we are alive to its importance, for the $400,000,000 additional gold re- 
quired by the Federal Reserve system is but one-sixth of the country’s total 
supply. The problem has had the careful attention of the managers of the 
Federal Reserve system, and in its general aspects had the attention of the 
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Congress which enacted the Federal Reserve Act; for while such a sensa- 
tional contingency as that with which we are now confronted could not 
have been foreseen when the Federal Reserve Act was framed, it was fore- 
seen that situations which would eall for an effective marshalling of our 
gold resources would arise, and many of the fundamental features of the 
Reserve system were shaped with reference to this requirement; for the 
problem of handling the country’s gold supply is, in a very special sense, 
a problem in Reserve banking. 


Great Central Banks Do This Abroad 


In England, France, and Germany, the marshalling and handling of 
the gold supply has long been regarded as the problem and respousibility 
of the great central banks, and the methods approved in their experience 
and practice will be our best guides in finding the solution for our problem, 
if we know how to make a discriminating application of their experience to 
our conditions. And because the general banking habits of our country 
parallel those of England much more closely than they do those of conti- 
nental Europe, it would seem that in developing our banking machinery for 
the purpose of managing the gold export problem, the analogy of the Bank 
of England rather than that of either the Reichsbank of Germany or the 
Bank of France would be the one most likely to suggest or indicate the 
methods to be followed by us; all the more, as England’s banking methods 
were developed in connection with the position long successfully maintained 
by her as the world’s one free gold market—a position and responsibility 
which there are good reasons for believing may henceforth be ours. 

The main difference between the banking methods of England and of 
continental Europe concerns their habits with respect to the use of the bank 
note and the bank check. The central banks of France and Germany are 
primarily note-issuing banks, deposit credits holding a very unimportant, 
almost a negligible, place among their liabilities. The bank note is their 
most characteristic form of credit, the means by which they build up their 
gold holdings, issuing their notes in exchange for gold and then holding 
the gold among their working assets. Without the note they could not 
function. 


Bank Note Is Subordinate in England 


In England, the situation is very different. There the bank note has a 
very subordinate place, and as a form of curreney is rapidly growing obso- 
lete. It was long since effectively superseded in the preference of the Eng- 
lish banking community by the deposit and checking account. The Bank 
of England issues no credit currency. Its notes are practically bullion cer- 
tificates, and yet the Bank of England sustains a more intimate, vital, respon- 
sible and strategic relation—as a reserve holding bank—to the whole 
banking and eredit structure of England than that of any other of the 
great central banks. 

The great joint stock banks of England have long recognized their 
dependence upon the Bank of England, and maintain the larger part of 
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their banking reserves with the Bank of England in the form of deposit 
credits. How successfully this system has worked, is one of the proudest 
chapters in the history of British banking, and it was this system which the 
framers of the Reserve system had in mind when they provided for the 
establishment of a similar relationship between the banks of our country 
and the Federal Reserve banks; with this difference, that the deposit of a 
certain percentage of the banking reserve of the member banks with the 
Federal Reserve banks was made a legal requirement instead of being- 
left to the voluntary action of the banks. , 


Reserves Contemplated in This Country 


The Reserve Act originally provided, after the shifting of reserves inci- 
dent to the establishment of the Federal Reserve system is completed in 
November, 1917, for the maintenance of reserves by the banks of central 
reserve cities, reserve cities, and so-called country banks, respectively. in 
the following percentages, with their Federal Reserve banks: 7/18ths, 
6/15ths, and 5/12ths of their demand deposits. A certain percentage of the 
balanee of their reserves, after November, 1917, they were, by the terms of 
the original aet, to be required to carry in their own vaults, as follows: 
6/18ths for central reserve city banks, 5/15ths for reserve city banks, and 
4/12ths for country banks. The remainder could be earried at their option 
either in vault or at Federal Reserve banks. 

If the requirements I have stated my reasons for believing the Federal 
Reserve system might be called upon to meet are reasonable, it would appear 
that the disposition of the reserves of member banks originally made in 
the act may not put the system in a sufficiently strong position in view of 
the new circumstances in which the country is finding itself as a result of the 
war. The logical and natural course to follow in meeting the situation 
would seem to be a further development of our scheme of Reserve banking 
along the lines originally laid down in the Federal Reserve Act; that is, by 
providing for a larger concentration of the cash holdings of the national 
banks in the Federal Reserve system. 


What Recent Amendments Contemplated 


Provision to accomplish this purpose was, therefore, wisely made by 
Congress in the recent amendments made by it to the Reserve Act, in an 
amendment which relieves member banks henceforth of the necessity of 
holding any fixed percentage of their legally required reserves in vault, and 
by leaving them free to carry such portion as they see fit with their Federal 
Reserve banks, thus opening a natural way of adding to the cash holdings 
of the Reserve banks. A similar result could, of course, have been reached 
by introducing into the Federal Reserve Act a freer system of note issue 
by the Reserve banks patterned after the model of the German or French 
systems, but such a solution would, in my judgment, be attended with such 
grave dangers and be so ill adapted to American banking conditions and 
practices and the fundamental principles of our system of regional reserve 
banking that it could not but be viewed with serious misgiving by those who 
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appreciate that the note issue system of the Federal Reserve Act makes 
every reasonable provision for the issue of an elastic bank note currency 
without inviting its abuse. 

[ therefore regard the recent amendment to the Reserve Act allowing 
the member banks to increase their reserve deposits with their Reserve 
banks, without limitation or restriction except such as their own judgment 
of their interests and necessities may impose, as one of the most important 
steps that could have been taken in the further development of the Federal 
Reserve system. It provides a simple, direct and natural way of strength- 
ening the Reserve banks as that becomes necessary, and forestalls any 
occasion for resort to alternative methods of doubtful expediency. 


Closer Co-operation of Vital Importance 


The situation in which we now happily find ourselves as a consequence 
of the opportunity thus given for the development of a closer relationship 
between the Federal Reserve banks and their member banks, is that the 
American banking system, of which the Reserve banks are the very heart 
and center (as managers of the country’s banking reserve), can be made as 
strong for handling the problems and conditions which may confront us, as 
member bankers are willing to make it. 

I repeat with all emphasis that the object of this new provision of the 
law allowing, but not requiring, the deposit of member banks’ vault reserve 
money in their Federal Reserve banks, is to strengthen the gold position of 
the Reserve banks. I do not doubt that it can be so used as to afford an 
effective solution of any gold problem which may confront us. Without 
any inconvenience or risk to themselves, without unduly trenching upon 
their cash holdings in vault or till, the member banks of the Federal Re- 
serve system can easily spare the amount of cash which will be necessary 
to bring up the free gold holdings of the Federal Reserve banks at the 
present time to $500,000,000 or $600,000,000. 


What the World Readjustment May Entail 


The National banks to-day have eash holdings of over $750,000,000. 
State banks and trust companies outside of the Federal Reserve system are 
estimated to hold upwards of $330,000,000 in gold. How much longer State 
banks will delay in entering the Federal Reserve system can not be foretold, 
but they are not likely to find their position on the outside of the Federal 
Reserve system a very comfortable or reassuring one, when the financial 
readjustments at the close of the war are under way. Accessions to the 
State bank membership of the system are then likely to become the order 
of the day. The larger the membership and the resources of the banks 
composing the Federal Reserve system, the easier, of course, will it be to 
provide the $400,000,000, more or less, which the Federal Reserve banks 
will require in order to bring their free gold holdings to $600,000,000. 

But even supposing that the whole burden would have to be borne by 
the present membership of the system, the required addition to the Reserve 
banks’ gold could be provided and vet leave the banks with over $350,000,- 
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000 of till money. The member banks in the three central reserve cities 
alone hold $340,000,000 of cash which would enable them to part with $246,- 
000,000 to their Federal Reserve banks and yet hold in till an amount ($97-, 
000,000) equal to 314% per cent of their deposits. When it is added that 
the central reserve cities and many of the reserve cities of the country are 
either Federal Reserve cities or else near Federal Reserve cities and are 
therefore in close contact with their Federal Reserve banks, it is evident 
that they would have no difficulty in keeping themselves supplied with till. 
money should their requirements run beyond the estimated 3 to 5 per cent. 


Checking Accounts Greatly Facilitate 


English experience has shown that in countries where the checking 
account is the customary method of payment, banks ean in all ordinary cir- 
cumstances run along safely with till money averaging about 2 per cent of 
their demand liabilities. If the shifting of cash would be promoted by a 
change in the form of your condition statement which would show your 
eash in vault and in the Federal Reserve bank as one item, I see no good 
reason why this should not be done and could not be done. 

The further solution of the problem is, therefore, in the bankers’ hands. 
We have a splendid piece of machinery in the Reserve system, and you 
have it in your hands to make it an engine of gigantic power for handling, 
as an orderly and well-controlled process, any gold export movement that 
may set in, by bringing your spare cash to your Federal Reserve banks, as 
the law contemplates you should and will do. 


Larger Provision Is among Possibilities 


It is, of course, conceivable, though extremely improbable, that a gold 
export movement after the war might develop which would call for a larger 
provision than what I have thus far taken as the basis of our calculations. 
To many it will seem so improbable as hardly to merit attention, but I have 
stated why we should be prepared to deal with possibilities. It should not, 
therefore, be overlooked that there are methods of tapping the community’s 
extensive holdings of gold which are outside of the banks, and in any event 
let us not lose sight of the fact that gold lost by the banks to meet a foreign 
drain would, in the natural course, be replaced from the community’s hold- 
ings quite speedily. 


Gold Is One of the Surest Foundations 


Only the first impact of a foreign demand for gold would be felt by the 
banks. The ultimate incidence of such a demand would be the now super- 
abundant gold stores of the community. Gold holdings in the hands of 
the general community are estimated, at the present time, to amount to the 
huge aggregate of $900,000,000, and dissatisfaction is not infrequently ex- 
pressed with the fact that our circulation should be so substantially made 
up of gold in the pockets of the people instead of being replaced by some 
form of credit currency. 
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but the experience of the greatest trading and banking nations shows 
that a solid substratum of gold in the general circulation of a country is 
one of the surest foundations of a secure banking and financial system. It 
is Wrong to assume that gold thus distributed in the channels of circulation 
can not be effectively mobilized when occasion arises, and be drawn into 
the banking reserves. The European nations in recent months have given 
us some impressive examples of such mobilization. I believe that the floating 
gold supply of the United States is a matter quite largely within the con- 
trol of the banks of the country, and that the banks will exercise that control 
in their own interest and in the interest of the country, as it becomes 
necessary. 

When Discrimination Appears 


The moment that gold grows in demand for the purpose of meeting 
foreign shipments and replenishing reserves, banks which are now indiffer- 
ent or careless as to whether they pay out over their counters in response 
to currency demands, gold certificates, National bank notes or Federal 
Reserve notes, will begin to discriminate. They will segregate their gold 
certificates, and as the withdrawal of these from general circulation 
reduces the volume of the community’s necessary currency, the banks will 
find it to their interest to meet counter demands for cash by taking out 
Federal Reserve notes. In other words, gold and gold certificates will be 
reserved for such uses as can not be met by the Federal Reserve note— 
to wit, meeting a foreign demand for gold, or increased bank reserves— 
and the Federal Reserve currency will be substituted to the extent that 
the circulating medium of the country requires it. 

Because at the present moment we are the only considerable country 
that is on a gold basis and have acquired on settlement of the interna- 
tional trade balance a volume of gold that has made gold so redundant in 
this country that gold certificates are for the moment a cheap medium 
of circulation, we should not hastily assume that changed conditions wil! 
not reverse the process and lead by natural and inevitable means to a 
substitution of the Federal Reserve note in large measures for the gold 
certificate. The whole question of the attitude to be adopted in the matter 
of the control of our gold supply turns upon whether we shall continue to 
have faith in the natural and normal processes of money and trade, or 
whether we are going to allow ourselves to be frightened into assuming 
that things have so changed that those processes are going to fail, and 
that henceforth we shall have to resort to artificial shifts and manipu- 
lations. 

Currency Circulation Is Very Rapid 


Bankers know how rapidly currency circulates in this country—more 
rapidly, in fact, than it does in any other country of the world. It is a 
familiar fact that the American bank check is a highly flexible medium of 
credit, but the velocity of movement of ordinary bank or government 
currency is not so highly appreciated. The fact is that these turn over 
with marvelous frequency compared with such countries as France, or 
even Germany, where the movement of the bank note is sluggish; in part 
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because large quantities are carried idle in the pockets of the people or 
are locked away in the strong-boxes of shop-keepers. The turnaver of 
the average piece of paper currency in the United States (outside of banks 
aud the United States Treasury) has been estimated as high as twenty-two 
times in a year. 

Bankers also know as a matter of daily experience that the channels 
through which the paper money of the United States circulates, lead into 
and out of the banks, so that in the course of a year practically the whofe 
volume of the country’s paper currency passes through the hands of the 
banks many times. It is therefore no unwarranted assumption to conclude 
that the banks have it in their power easily to withdraw the gold certificate 
from circulation and to substitute the Federal Reserve note, when condi- 
tions indicate such a course to be desirable or necessary. In brief, in a 
country whose habits with respect to the circulation of the bank note are 


what they are in the United States, the mobilization of a very considerable 
part of the gold currency of the country in a comparatively short period | 
| of time is a matter easily within the banks’ power. This is a fact of such 
| fundamental importance that it must not be neglected in estimating just 
what could be done in developing and making effective a policy to mobilize 
the gold supply of the country. 
t 
> Extensive Foreign Loans a Bulwark 
Nor should we overlook the extraordinary ability of the country to 
t protect itself against any violent loss of gold by using for this purpose 
some part of the extensive holdings of European securities which we 
v have recently acquired. To date, we have purchased European securities 
- to the extent of $1,227,000,000. These are all of short maturity, the 
n amounts maturing in the years 1917 and 1918, which presumably will see 
n the close of the war, amounting to no less than $360,000,000. 
1! 
a Maturities of European Obligations Held in the United States 
d 
r I nis es til 6 ik demraias cable beaten ion 
a) DD ai 5 Bak ake aot he ise ee weaee eres 103,000,000 
or BE civig head ees Sn e eer RR NA eeeee 260,000,000 
1g BE bib ss cvs cee haei skeen eee Reed 150,000,000 
id BY isd 5 Sra sah k'a Gal hy sene ecsee ah H E e 500,000,000 
u- Loos tales au cu erers cose ou sree Ramer geet ecto nto tere odetn md 50,000,000 
RI ics 3 shle ae chrtcan Gongs pairs soe dans ret eaeeeetaly 5,000,000 
SII - occu rtiche ac Pope eeeka ae excuses 129,000,000 
re EIN 255 iar S) eas i Shatin hs in os $1,227,000,000 
a 
of International Loan Market Has Broadened 
nt 
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are likely to figure to an important extent in the settlement of international 
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accounts between this country and Europe. The great extension of the 
international loan market, which has been one accompaniment of the war, 
is certain to result in a greatly enlarged use of acceptable securities as a 
means of international payment and as a substitute for gold in making 
international settlements. There is every reason for believing that the 
recent experience of European countries in converting their American 
securities into gold have given to these securities an enviable position as 
secondary bank reserves, and that this will insure the reappearance of 
some demand for American securities after the war, thus broadening their 
market and facilitating their continuing use as a medium ot international 
payment. 

But, finally, let us not overlook the powerful instrument of control which 
the Reserve banks possess in a movable discount rate for protecting their 
own and the country’s gold supply, should it be threatened with too large 
or too sudden a foreign drain. This is the method employed by the great 
reserve and central banks in England and Europe. It is in particular the 
method, the use of which has been most effectively developed and exten- 
sively applied in England, whose money market has been more exposed 
than that of any other country to foreign demands for gold, because of her 
extensive and intimate commercial relations with the world, and because 
of her position as the world’s principal gold market. 


Raising Bank of England Rate 


Whenever the Bank of England has found that gold is being drawn out 
of the London market too rapidly, it has raised the bank rate so as to make 
the process of withdrawal more expensive, and thus to temper it to what 
the banking situation could stand. This method has been so frequently 
employed that a rise of the bank rate is commonly regarded as the most 
accurate barometer of the English reserve situation. And it is also the 
means by which the Bank of England exercises a strategic control over 
English banking at times when such control is all-important. 

In the twenty-five years between 1875 and 1900, the English bank rate 
was altered 167 times, which means an average duration of the same rate 
of only 54 days. ‘Indeed, not only were changes of rate frequent, but their 
range was also considerable—such as four or five per cent of variation in 
the course of a year. This same instrument of control, our Reserve banks 
possess, and the success of our new banking system will in large measure 
depend upon the wisdom and skill its managers and the Federal Reserve 
Board develop in handling it. 


Stability of Discount Rate Desirable 


It must be admitted that frequent changes of discount rates are in and 
of themselves not desirable. Stability of rate is a great advantage to indus- 
try and the internal banking situation, but too much stability of Reserve 
bank rates must not be expected in a country whose money market has 
attained the international importance which ours has, at least for the 
present, and which it will continue to hold so long as its position in interna- 
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tional trade is that of a creditor, and so long as it has a vast stock of gold 
to be dispensed. 

At any rate, whatever internal disadvantages may attach to a changeable 
discount rate, there it is, a powerful weapon for exercising a control over 
the reserve and gold situation by the Federal Reserve banks at critical 
times, and should not be omitted from our calculation when examining our 
protective capacity against an undue drain of gold. It would be an espe- 
cially effective and necessary weapon against any attempt of European 
markets to bid away gold from us more rapidly than would be consistent 
with our interests, by raising their discount rates. 


Would Afford a Check on Gold Outflow 


More than that, it would be an effective method by which the Reserve 
banks could throw upon the many powerful banks of the country which 
have large holdings of cash and foreign commitments, their proper part of 
the burden of supplying gold for foreign shipment, should they be unduly 
disposed to divert demands made upon them to the Federal Reserve banks. 
Indeed, demands for foreign gold remittances would make themselves felt 
in the first instance as a demand by customers of these banks. To meet such 
demands, they would have the alternative of taking the gold out of their 
own accumulations or of drawing it out of Federal Reserve banks by redis- 
counting or open market sales. 


Sums Up the Many Elements 


But it is not to be expected that the Reserve bank managers would sit 
idly or carelessly by and allow their gold reserves to be needlessly depleted, 
when they could stop such depletion by the simple device of raising their 
rates, unless, or until, a situation had arisen which was beyond the ability 
of the ordinary banks to handle with their own resources and without 
difficulty. 
This survey shows that there are many elements that enter into the © I 
problem of handling our gold supply and many factors that enter into the 
organization of the machinery for most effectively mobilizing it. It may be 
convenient before dismissing the subject to assemble them in a summary 
statement. They are: 
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Cash Holdings of Federal Reserve 


1. Europe may be expected in time to recover a large part of the gold 
she has sent us. There being no present method of estimating the proba- 
bilities, attention must be paid to the possibilities. 

id 2. Europe having sent us thus far over $630,000,000, prudent calcula- 
S- tions will address themselves toward considering how an amount of $500,- 
ve 000,000 or $600,000,000 of gold might best be mobilized for the purpose of 
aS meeting a foreign drain should it attain such a magnitude. 

1e 3. The Federal Reserve Banking System, including therein the member 
banks, possesses over $1,366,000,000 in cash, of which over $1,100,000,000 is 
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gold (which is something short of one-half of the total gold supply of the 
country), the remainder being exchangeable for gold at the Treasury of the 
United States. 

4. The total gold within the immediate control of the Federal Reserve 
banks amounts to $616,000,000, of which $345,000,000 may be regarded as 
free gold; that is, the amount of gold lending power without any impairment 
of reserves. 

). To raise the gold lending power of the Reserve banks to the point 
which would be necessary to enable them to meet (what is, however, in view 
of present probabilities unlikely) possible demands of $500,000,000 or 
$600,000,000, approximately $400,000,000 would have to be added to the 
Reserve banks deposits in order to give them, after setting aside the neces- 
sary reserve of 55 per cent, additional free gold to the amount of $260,- 
0V0,000. 

6. This amount can be spared from vault cash now carried by member 
banks without unduly reducing their holdings of till money, and therefore 
presents the basis for the solution of the problem. 


How Gold Exports Would Be Replaced 


7. Gold lost by the banks to meet foreign demands would be replaced 
by mobilizing a part of the present floating supply of the community into 
their hands. This process would be facilitated by the ease with which 
federal Reserve notes could be issued to fill the void created by the with- 
drawal of gold or other forms of currency. 

8. The Reserve banks possess an important leverage of control in their 
movable discount rate, which could be adjusted to counter any undue 
attempt of foreign markets to attract our gold by high rates. 

9. An important element of strength in the protective capacity of the 
country against an undue drain of gold is the heavy holding of foreign 
government obligations which run off in the next few years. 

10. Finally, while realizing the importance of being alive to the possi- 
bilities in the face of a situation for which there is no parallel, let us not 
make the mistake of ‘‘overtraining’’ or of committing ourselves in advance 
to any definite single expectation of what is going to occur and in conse- 
quence lose that balance of judgment which will not hesitate to shape and 
reshape its conclusions in accordance with the facts as they develop or 
change. An essential element in our preparation will be the ability to deal 
with the unexpected as well as with the anticipated. 


Conclusion Warranted by Survey 


The conclusion warranted by this survey is that the Reserve banks can 
easily, with the co-operation of their member banks, be put in a position 
where they can master any situation which may arise. Some of you may 
say that it a heavy bill that I am proposing the Federal Reserve System 
shall draw on you, but this is the day of the bankers’ acceptance in our 
new American banking system, and I feel confident, from the hearty 
co-operation that our member banks and the country by and large are giving 
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to the Federal Reserve System, that you will not protest the draft but 
accept it. The bankers of the United States had to meet several, severe 
tests in the trying months following the outbreak of the great war. Those 
tests they met intelligently and resolutely. 

I do not doubt that this one also will be met intelligently and resolutely, 
and that each one of our members will take careful reckoning of what he 
ean do and do it. The Federal Reserve System is but two years old, a brief 
period in the life of a great and new banking experiment, but the system 
has already made a record for itself and an enviable place in our new 
financial and credit system, and is no longer an experiment in the sense that 
there is any uncertainty as to its high value and entire practicability. It is 
experimental only in the sense that there may be a question as to how 
rapidly it will develop its full potentialities as the shaping and guiding 
influence in American banking affairs. 


Bank System Is a Matter of Growth 
A great banking system is as much a matter of growth and development 


as it is of legislation. The English banking system, which has long been | 
the admiration of the world, has grown up pretty much without legislative 


1 guidance or interference. The Federal Reserve Act, wonderfully conceived 
> as it was, is, therefore, to be regarded only as a beginning. It presents an 
h opportunity. How fully the opportunity will be improved to develop a 


_ great system must depend upon the combined wisdom and vision of those 
of us immediately charged with the administration of the law, and the 
r thousands of you bankers who are the partners through whom and with 
whom we must work. A banking system is not a set of principles and rules 
formulated and imposed by law, but a set of habits, practices, customs and 


e traditions forged out of experience. Many of these that are excellent we 
n already possess, but others we still must make. I have pointed out one of 

the most important of these. 
‘. Our country has become a dominant factor in the world of commerce 
ot and the world of finance. Our banking system must be made equal to our 
2 matchless opportunities and our large responsibilities. Whether we like or : 
e- desire the great changes which have come to pass in our position in the 
id world of affairs makes little difference; we are there by fate and circum- ; 
or stance and we must cultivate the habits of thought and action which will 
al enable us to do our part and do it well. Parochial habits and provincial 


customs must yield to the larger way of viewing things and the larger way 
of doing things. This is the day of banking co-operation and the Federal 
Reserve System is your rallying point in helping yourselves and helping 
the country. It is the best rallying point that banking wisdom and legisla- 


an tive ingenuity have ever given the bankers of any country, and is worthy 

on of your every confidence and support. 

ay 2 ae 
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tty The pessimist is always disappointed because the worst does not come.— 


Albany Evening Journal. 


































The committee of twenty-five appointed 
by the Bankers’ Association to 
investigate thoroughly the question of par 
collections and clearance plans has lost no 
time in getting down to work. Through the 
agency of the association, circular inquiries 


American 


are going to practically every country bank 
in the United States, and to larger banks 
as well, which will enable the committee to 
determine the views of these bankers on this 
much discussed problem, and will also per- 
mit the compilation of data on the subject 
never before available. In brief, the cam- 
paign is nothing more or less than a refer- 
endum, on which any bank in the United 
States is at liberty to vote or express opin- 
ion. 

Six groups of the Kansas Bankers’ Asso- 
ciation held their annual meetings during 
November. The dates and meeting places 
of these various bodies follow: 

Group 3—Parsons, Tuesday, Nov. 14. 

Group 6—Wichita, Wednesday, Nov. 15. 

Group 5—Ellinwood, Thursday, Nov. 16. 

Group 4—Junction City, Tuesday, Nov. 21. 

Group 1—Horton, Wednesday, Nov. 22. 

Group 2—Paolo, Thursday, Nov. 23. 

The groups held their meetings for a sin- 
gle day and evening and the discussions of 
mutual problems at these gatherings served 
to make for a much better understanding 
between the members. 

The committee appointed at the annual 
conventions of the New York, New Jersey 
and Connecticut Bankers’ associations, to 
confer “To the end that all proper steps be 
taken to secure the best possible men as 
directors of the Federal Reserve Bank of 
New York,” has delivered its report. A 
cireular letter was recently sent out to mem- 
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ber banks 
District. 


in the Second Federal Reserve 


The annual Canadian Bankers’ Association 
meeting was held at Ottawa on Nov. 9. It 
had been planned to hold the gathering at 
Toronto, but owing to the indisposition of 
President George Burns it was deemed ad- 
visable to change it to Ottawa. 

At a meeting of the New York State 
Bankers’ Association, Group VIII, held re- 
cently, the following committee was elected 
for the ensuing year: Lewis L. Clarke, 
chairman; Theodore Hetzler, secretary and 
treasurer; Henry P. Davison, George F. 
Baker, Jr., W. N. Duane, James H. Perkins, 
Walter E. Frew, Thomas Cochran. 

Already preparations have begun for the 
1917 convention of the American Bankers’ 
Association. An advisory committee of the 
association held a conference at Atlantic 
City recently with hotel men relative to the 
entertainment of the visitors who will at- 
tend the convention there next year. It 
was decided that the week beginning Sept. 
24 will be the date at which the bankers 
will convene. 

The clearing house section of the Ameri- 
ean Bankers’ Association is distributing a 
book covering the origin, developments, func- 
tions and operations of the clearing house. 
This book is to be used in a campaign to 
bring about the organization of new clear- 
ing houses and to encourage those already 
organized to extend their functions wherever 
possible. It is pointed out by Jerome 
Thralls, secretary of the clearing house sec- 
tion, that the improvements 
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On Nov. 1. W. P. G. Harding, governor of 
the Federal Reserve Board at Washington, 
addressed the members of the Forum of the 
New York Chapter, American Institute of 
Banking, on the subject of “The Present 
Position and Future Development of the 
Federal Reserve System.” A large audience 
was on hand to greet Governor Harding, as 
in addition to the regular members of the 
chapter a special invitation had been ex- 
tended to all bank officers to be present. 
Preceding the meeting an informal dinner 
was given Governor Harding at the McAlpin 
Hotel. The Forum section of the chapter is 
open to the graduates and older men, and 
also all bank officers, whether members or 
not. Meetings are held every other Wednes- 
day evening during the winter season. At 
these meetings talks are given by some 
well-known speakers along banking and eco- 
nomic lines, after which the meetings are 
open for informal discussions by those pres- 
ent. 


A dinner meeting of the Cleveland Chap- 
ter was held early in November, consisting 
of the officers, past presidents and members 
of the council, to diseuss and formulate the 
policy and program for the coming year. 
The council consists of a representative from 
each bank in the Cleveland district who look 
after the interests of the chapter in their 
own banks. 


That the National City Bank of New York 
appreciates the value of the American Insti- 
tute of Banking and the work that it is 
doing has been amply demonstrated during 
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the past year by the fact that they have 
reached out in various sections of the coun- 
try and picked men members of the insti- 
tute for responsible positions in their or- 
ganization. The latest institute man to be- 
come identified with this bank is James B. 
Birmingham of New York Chapter, who goes 
with them to take up work in the New Busi- 
ness Department. Mr. Birmingham has been 
a member of New York Chapter for the last 
seven or eight years, during which time he 
has taken an active part in its activities, 
and has received the institute certificate for 
the successful completion of the prescribed 
course of study. He has served on various 
committees of the chapter; was chief consul 
one year, and last year was chairman of the 
important educational committee. He has 
served on the board of governors of the 
chapter for a number of years, and is still a 
member of that body. 


A glee club, composed of over sixty mem- 
bers of Philadelphia Chapter, has been or- 
ganized. 


Harold J. Dreher, assistant cashier of the 
National City Bank of New York, addressed 
the Philadelphia Chapter, American Insti- 
tute of Banking, on the “Institute Develop- 
ment of Bank Men.” Preceding the chapter 
meeting a small informal dinner was given 
at the Bellevue-Stratford to the financial 
editors of Philadelphia newspapers. 


Milwaukee Chapter now has a member- 
ship of over 300. 































During the last two months there has 
been considerable change in the directorates 
of the banks throughout the country. In 
order to comply with the provisions of the 
Clayton law, which forbids the interlocking 
of directorates, many men have found it 
necessary to resign their positions on the 
board of directors of their respective insti- 
tutions. Still the changes were not so many 
as had been expected, as the federal reserve 
board allowed many doubtful cases 
than had been looked for. 


more 


For Safety and Service, send your legal 
work to Bonded Attorneys listed in the 
Rand-McNally Bankers’ Directory and 
List of Attorneys. 


Under the guidance of H. R. Smith, for- 
merly professor of Animal Husbandry for 
the University of Nebraska and Minnesota, 
the Live Stock and Agricultural Department 
has grown to be one of the main factors in 
the work of the First National Bank of St. 
Paul, generally recognized as the Hill insti- 
tution. The late James J. Hill took an ac- 
tive interest in and worked hard for the 
development of the Northwest and his bank 
is now fostering this movement by aiding 
the development of agricultural interests. 


N. D. Jay, manager of the bond depart- 
ment of the Guaranty Trust Company of 
New York, has been made a vice-president, 
and L. S. Critchell, assistant secretary, has 
been appointed manager of the department 
of publicity and new business, succeeding 
F. W. Ellsworth, recently appointed secre- 
tary of the company. 


NOTES OF INTEREST TO BANKERS 


(§2) 


It is rumored in the east that the capital 
stock of the National City Company, which 
is owned exclusively by stockholders of the 
National City Bank of New York, would 
soon be increased from $10,000,000 to $25,- 
000,000. 


Capital stock of the Central Trust Com- 
pany has been increased by $1,500,000, and 
the new stock offered to stockholders at 150. 
The expansion is to take care of the rapid 
growth in the bank’s business. 


The fourth national conference on market- 
ing and farm credits will be held in Chicago 
Dee. 4-9 at the Hotel Sherman. This confer- 
ence for the past four years has been doing 
a great educational work along the line of 
better business methods for the sale of farm 
products and the improvement of farm 
finance. The program will be so organized 
that the delegates who come will have op- 
portunity to do the talking and working 
most of the time. Very few set speeches 
will be delivered. The farm credits section 
will hold conferences on the workings of the 
federal farm loan act; on ways of aiding 
land settlement by turning tenants into 
home ewners, and by providing for the land- 
less man; on the immigrant question in 
relation to agriculture; and on the great 
problem of improvement of banking accom- 
modations for the tenant farmer who must 
borrow money to carry on his farm opera- 
tions. 

The second annual corn show of the First 
National Bank of St. Paul is to be held Dec. 
11-16, at which time the exhibits of the 
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boy corn growers will be given special at- 


tention. 


The greater Atlanta National Bank was 
opened for business Nov. 2 under the presi- 
dency of Robert F. Maddox. The resources 
of the bank has been augmented to seven- 
teen million dollars by a consolidation with 
the American National Bank of Atlanta, Ga., 
of which Mr. Maddox was formerly vice- 
president. Officers of the American National 
Bank have assumed the following titles in 
the consolidated bank: President William 
L. Peel becomes chairman of the finance 
committee, Vice-President Maddox becomes 
president, Cashier James F. Alexander will 
be assistant cashier. Officers of the Atlanta 
National are assigned the following titles: 
President Charles FE. Currier becomes chair- 
man of the board of directors, Vice-Presi- 
dents Frank E. Block and James S. Floyd 
re-elected, Cashier George R. Donovan be- 
comes vice-president, Assistant Cashier J.S. 
Kennedy becomes cashier, James D. Leitner 
re-elected, R. B. Cunningham and D. B. 
Deaussure elected assistant cashiers. 


The Corn Exchange Bank of New York 
recently opened its thirty-seventh branch 
in New York. 

The Mereantile Trust Company of St. 
Louis will occupy premises embracing one- 
half of the city block bounded by Locust, 
Eighth, St. Charles and by the alley on the 
east, when the proposed addition to its pres- 
ent building is completed. Contracts have 
been let for the addition which will extend 
north to St. Charles street. The building 
will be three stories in height with a base- 
ment 18 feet in depth under the structure. 
The cost’ of the work will approximate $400,- 
000. It is to be finished by Feb. 1, 1918. 


The Manufacturers and Traders National 
Bank of Buffalo, N. Y., has absorbed the 
Third National Bank of that city. On July 
Ist the capital of the Third National was 
increased from $500,000 to $1,000,000. Wil- 
liam A. Morgan was recently elected presi- 
dent of the institution. The Manufacturers 
and Traders National Bank has capital stock 
of $1,000,000 and surplus $1,500,000. Harry 
T. Ramsdell is president, and the other offi- 
cers are: Franklin P. Locke, vice-president ; 
Samuel Ellis, cashier; Walter Aspinwall, 
Nenry M. Root, Edward W. Kuhn, George 
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A. Bensley, George R. Rodgers und Charles 
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M. Ramsdell, assistant cashiers. 
. ag . 

On Jan. 1 Fernando P. Neal will retire as 
the active executive of the Southwest Na- 
tional Bank of Commerce of Kansas City, 
Mo. J. W. Perry, who will continue as presi- 
dent, will be sole executive. At present there 
are two executive heads, Mr. Perry as presi- 
dent and Mr. Neal as chairman of the board. 
of directors. It is understood that other 
business matters necessitate Mr. Neal giv- 
ing up the detail work of the bank. Mr. 
Neal has sold his stock to the directors of 
the bank. He will remain connected with 
the bank as a director. 

The National City Company, which is con- 
trolled by the National City Bank of New 
York and has taken over all of the bond 
business of that bank, has leased quarters 
in the Home Insurance Building at La Salle 
and Adams streets, and will open a Chicago 
office. This is the second large New York 
bank to enter the Chicago investment field. 
The Guaranty Trust Company recently 
opened quarters in the Harris Trust Build- 
ing. 


Turn to the Index ‘‘Lawyers’’ in the 
Rand-McNally Bankers’ Directory and 
read the first few pages. They will 
interest you. 


At a meeting of the directors of the Colo- 
nial Trust Company of Pittsburgh recently, 
John A. Bell was chosen president to suc- 
ceed E. H. Jennings, president of the Colum- 
bia National Bank, who retired from the 
Colonial under the Clayton act. 

Nelson J. H. Edge has been elected presi- 
dent of the Hudson County National Bank 
of Jersey City, N. J.. to sueceed John W. 
Hardenbergh, who has resigned in order to 
retain the presidency of the Commercial 
Trust Company of New Jersey, located in 
Jersey City. Mr. Edge has been connected 
with the Hudson County National for seven- 
teen years, having served as cashier from 
1899 to 1913, and since then as vice-presi- 
dent. 


William Gammell has been elected presi- 
dent of the Providence National Bank of 
Providence, succeeding Robert H. I. God- 
dard, who has resigned because of the Clay- 
ton act. William Gammell, Jr., has re- 
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placed his father as vice-president and Paul 
C. De Wolf has been elected a director to 
succeed Henry D. Sharpe, resigned. 

The Irving National Bank announces that 
Howard S. Mott has been elected a vice- 
president of the bank, in which capacity he 
will act as consultant on investment mat- 
ters for the bank’s city customers and out- 
of-town correspondents. For some time 
past Mr. Mott has been acting as an analyt- 
ical consultant on important financial mat- 
ters. Prior thereto he had been in charge 
of the investigation of securties for the 
Bankers’ Trust Company and before that he 
had been a member of the Stock Exchange 
firm of Carleton & Mott and of the Stock 
Exchange firm of Maleolm & Coombe. 

The Michigan City Trust and Savings 
Bank is building a beautiful new home at 
Michigan City, Ind. The exterior will be of 
dark red brick and buff Indiana limestone 
set on a granite plinth. 

C. E. Mitchell, heretofore vice-president 
of the National City Company of New York, 
has been elected to the presidency to succeed 
Charles V. Rich, resigned. 

The Mechanics and Metals National Bank 
of New York has appointed M. P. Lilien- 
thal, heretofore secretary of the Anglo- 
California Trust Company of San Francisco, 
as its Pacific Coast representative, with of- 
fices in the Holbrook Building, San Fran- 
cisco. 


Frank R. Flood and Joseph W. Ward, here- 
tofore assistant cashiers of the Peoples Na- 
tional Bank of Pittsburgh, were elected vice- 
presidents of the institution at a meeting 
of the board on Nov. 1. J. Howard Arthur, 
also formerly assistant cashier, has been pro- 
moted to the cashiership of the Peoples Na- 
tional to succeed Hervey Schumacher, who 
resigned to become treasurer of the Sun 
Shipbuilding Company of Chester, Pa. John 
De M. Wertis, heretofore auditor of the 
bank, has been made assistant cashier. A. 
C. Robinson, president of the Safe Deposit 
and Trust Company of Pittsburgh, Pa., has 
been elected a director of the Peoples Na- 
tional Bank, to succeed D. E. Park, who has 
resigned because of the requirements of the 
Clayton act. The Peoples National is one 
of the largest banks in Pittsburgh, having a 
capital of $1,000,000 and deposits of almost 
twenty-four million dollars. It is headed by 
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Robert Wardrop, who is also a director of 
the Federal Reserve Bank at Cleveland. 

A. D. Swift, heretofore cashier of the 
Elk County National Bank of Ridgway, Pa., 
has been chosen an assistant cashier of the 
Central National Bank of Philadelphia. Mr. 
Swift’s appointment follows the changes in 
the Central National officers made last June, 
when Assistant Cashier William Y. Conrad 
was promoted to the cashiership, succeed- 
ing William Post, who had been made vice- 
president of the Central National. 


Use the coupons and insure your busi- 
ness sent to Bonded Attorneys listed in 
the Rand-McNally Bankers’ Directory. 

S. E. Guggenheim, manager of the foreign 
exchange department of the Tradesmen’s 
National Bank in Philadelphia, has been ap- 
pointed assistant cashier of the institution; 
he will continue in charge of the foreign ex- 
change department. 

B. L. Gill, vice-president of the Seaboard 
National Bank of New York, was elected a 
director of the institution on the. 2d inst. 
Mr. Gill has been vice-president of the Sea- 
board National since July, 1913, and was at 
one time commissioner of banking of the 
State of Texas. 

An option on the stock of the Robert Mor- 
ris Trust Company of Philadelphia, capital 
$1,000,000, is being sought by the brokerage 
house of O. B. Lansinger & Co. of Philadel- 
phia, in the interest of parties desirous of 
purchasing control of the trust company at 
a reasonable figure. The price offered for 
the stock (par $100) is $65 a share, the 
figure at which it is quoted—and the option 
is to run to Feb. 1, 1917. The firm says 
they are willing to divide profits with those 
giving options on a resale of the stock. 


Charles E. Clark, formerly assistant treas- 
urer of the Union Trust Company of De- 
troit, Mich., has been elected to the office 
of treasurer, taking the place left vacant by 
the resignation, on account of ill health, of 
Walter T. Bradford. 

William Wagner early in December will 
assume his duties as cashier of the Mercan- 
tile National Bank of St. Louis. Edward 
Buder. who has been both cashier of the 
Mercantile National Bank and treasurer of 
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: Ask Bankers 
' The farm tractor is acknowledged by the agricul- 
E tural world to be the farmers’ solution of the horse 
. t and help problem. As financial authority and 
¢ advisor in your community you will be asked to 
E suggest which tractor is a sound investment. 
; a dfath 
; @ Your Grandfather 
L$ t 
: Knew Case 
: Back of each Case Tractor is 75 years of tradition 
“d and a reputation worth millions to farmers. 
a E The first Case tractor was built 25 years ago. We 
st. have spent hundreds of thousands of dollars perfecting it. 
a- The honor of the name must be upheld by every ma- 
at chine sold. : 
» i Our experiments are made at the factory—not in the 
farmer’s field. And we have a tractor suitable for every 
- type of farm, large and small. 
- This Quality— 9-18, 10-20, 12-25, 
-. Plus Service 20-40, 30-60 
of Every man who has bought Case Tractors come in five 
ot an automobile soon learns the sizes—9-18, 10-20, 12-25, 20-40, 
, value of the dealer’s ser- 30-60. They are the lead- 
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Lys feature. Each is described in 
ae : Case offers similar our big catalog of agri- 
: service with every tractor cultural machinery. 
sold. Forty-four branch This catalog is free, 
— : _— a. pew and every banker should 
De- 1 against delay in case of the Sign of have —_ For farmers 
‘mishap. This means Mechanical aretalking tractors—your 
fice Pp. : Excellence ill 
dollars in the owner’s the customers will want your 
by ke pocket during rush sea~ WdOver advice. Write for your 
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the Mercantile Trust Company, will devote 
his time to the trust company treasurer- 
ship. 


The First National Bank of St. Paul is 
distributing to farmers and friends of the 
bank a booklet, entitled “Cattle for the 
Northwest,” written by the bank’s live stock 
expert, Prof. H. R. Smith. 

Charles B Strecker, for many years promi- 
nent in Boston financial circles, and for the 
last three years assistant treasurer of the 
United States, has been elected president of 
the Equitable Trust Company of Boston. 

Frank R. Flood and Joseph W. Ward have 
been appointed vice-presidents, J. Howard 
Arthur cashier and John De M. Werts as- 
sistant cashier of the Peoples National Bank 
of Pittsburgh. 


The Continental & Commercial Trust & 
Savings Bank of Chicago has purchased a 
$5,000,000 issue of 6% 3-year treasury notes 
of the Republic of China, secured by a lien 
on the tobacco, mines and spirits tax, amount- 
ing to about $5,000,000 annually. This is 
the first time that a Chicago or western 
bank has been the principal in an interna- 
tional transaction of this character. 
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methods, law and prices which have been so 
noticeable in recent years are due more 
largely to the influence of clearing houses 
than to any other fa¢tor. 

Charles S. Calwell, president of the Corn 
Exchange National Bank, and Melville G. 
Baker, cashier of the Penn National Bank, 
have been chosen chairman and secretary, 
respectively, of Group I of the Pennsylvania 
Bankers’ Association, which is composed of 
banking institutions of Philadelphia. The 
executive committee of Group I will com- 
prise the following: John H. Mason, Joseph 
Wayne, Jr., J. R. McAllister, Levi L. Rue, 
E. F. Shanbacker, William A. Law, Howard 
W. Lewis, W. T. Elliott, Thomas S. Gates, 
Arthur V. Morton, Edward S. Page, James 
F. Sullivan and J. C. Neff. 

Preliminary announcement has been made 
that the annual banquet of the Trust Com- 
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pany Section of the American Bankers’ As- 
sociation will be held at the Waldorf on the 


evening of Friday, Jan. 26. 


At the next executive session of the New 
York State Association of State Banks the 
matter of joining the newly created State 
Bank Section of the American Bankers’ As- 
sociation will be taken up. One of the prin- 
cipal accomplishments of the National con- 
vention of the American Association at 
Kansas City was the organization of this 
State Bank Section. All State banks doing 
a commercial business are eligible. The in- 
dividual membership in the National section 
will probably be made through the State 
associations. Each State is entitled to a 
vice-president of the section. Such vice- 
presidents are elected by the State bank rep- 
resentatives, whose banks are themselves 
members of the State Bank Section of the 
American Bankers’ Association, in attend- 
ance at the annual convention of the State 
Bankers’ Association of their State. The 
New York State Association of State Banks 
is a new organization and has not yet held 
its first annual gathering, but when it is 
held this election of a vice-president will 
take place. 











After Banking Hours 


fh When the Golf Links call; 
2 when the Automobile and the 
n Open Road invite to all the 
i joys of recreation.— 


There is danger in the sudden tran- 
sition from the carefully shaded office 
light to the direct glare of reflected 
sunlight. 

Strong winds, sun and dust make weak, 
watery eyes. An irritation may set in that 


will lead to inflammation and serious eye 
trouble. 


In Your Country Club Locker 
or Your Auto Outfit 


You should have ready 
at hand a mild, soothing 
colyrium, or eye lotion, 
such as Murine Eye 
Remedy; recommended 
for its “first aid’’ relief, 
and its healing antiseptic 
qualities. 

A generous package in 
a handsome leather case, 
specially suited to the 
needs of Autoists, Tour- ps 
ists, Sportsmen, is sup- Ee 
plied by all Druggists, or TA 
sent direct, postpaid. : 
Book of the Eye 

mailed upon request. 


Murine Eye Remedy Co. 
CHICAGO 
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YLLESBY & CO., ENGINEERS 
TL& B DG. :: CHICAGO 
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We Want a Live Agent in Every City in the 
United States for the 


Classic Car 


‘Class in Every Line’’ 


To alimited number of substantial dealers we offer an exceptional 
business opportunity. 
We are closing contracts for territory but can still accommodate a few 
high-grade dealers who are prepared to act at once. 


The ‘‘Classic’’ is designed by the well known firm of Automobile Engineers, 
Reed & Glaser, of Indianapolis, Indiana, and is being assembled at the plant of 
the Classic Motor Car Corporation i in Chicago 

The new ‘‘Classic’’ 4-40 is built along > og lines of the advance 1917 models, 


and is fully guaranteed. Service stations are being established wherever agencies 


are opened up. 
THE “‘CLASSIC’S’? SPECIFICATIONS 
The well known Lycoming Motor, the *‘Dyneto™ Two-Unit Starting and Lighting 


Sytem with the Bendix Drive; front and rear springs semi-elliptic; rear axle 
**“Gemco”™’ full floating type with ball and roller bearings; demountable rims; tires 
32 x 4; wheel base 114 inches. 

The body of the Classic is of the advanced 1917 type, full five passenger with 
auxiliary seats, convertible to a seven-passenger car. 

Electric lights ; Stewart-Warner Speedometer; dash lamp; clock; and carburetor 
control on instrument board within easy reach 

Equipment of the “‘Classic’’ is electric self starter; electric head lights with 
dimming switch; electric tail light; electric horn with button on steering head; 
speedometer with trip and season odometer: rain-vision ventilating plate-glass 
windshield. Rear tire irons; extra domeuntalile rim; one-man top with jiffy cur- 
tains and slip cover; Stewart-Warner Vacuum System with 15-gallon tank mounted 
in the rear integral with the rear tire irons. Nickel bump rod on front of frame. 

ig gh pressure grease and oil gun; full set of tools, tire pump, jack and repair kit. 


CLASSIC GRAY is the standard color, other colors extra. 


For full information as to terms, address 


Classic Motor Car Corporation 


Executive Offices Factory 
Consumers Building 77th and Wallace Sts. 
Chicago. Chicago 
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Purchasers 
Contractors 
Managers 


Financiers 
Engineers 
Operators 





of Public Utility and Industrial Properties 
REPORTS—VALUATIONS—ESTIMATES 


43 Exchange Place.......... New York 


London San Francisco Chicago 
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ACCEPTANCES The monograph on Acceptances prepared and issued by this 


bank last April attracted such wide attention, and was so favor- 
ably received, that it is our intention to continue to take an active part in keeping this 
subject before the public. 

With this object in view, we have prepared a supplement containing additional data, and 
also the amendments to the Federal Reserve Act affecting Acceptances, as passed during 
the recent session of Congress. A short treatise is also given on the Federal Bill of Lading 
Act, which has an important bearing on Acceptances. 


Copies can be had on application. 


The American Exchange National Bank 


128 Broadway NEW YORK CITY 











| | MELLON NATIONAL BANK 


§ PITTSBURGH, PA. 
<= 8-26 
ia 





Serving hundreds of correspondents in all parts of the country has 


RSIS. 


given the officers of this bank experience which will enable them to 
serve your bank satisfactorily. Your Pittsburgh business is invited. 





SSIES 


. RESOURCES OVER 70 MILLIONS 
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ANNOUNCEMENT 


The Blackstone Motor Company is producing a 
high-grade, light six-cylinder pleasure car at $845.00, 
made up of standard parts of proved ability. 


The Company has itsown factory located at Momence, 
Illinois; has a number of agents in the field whose esti- 
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8,000 cars for the next twelve months, and sufficient 
orders secured with cash deposits to warrant full 
factory operation. 
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: 

é The Company 1s operating oleng the most economical 
g lines consistent with the manufacture of a high-grade 
$ automobile which assures its success. 

$ The Blackstone Motor Company is incorporated 
$ in the State of Delaware with a capitalization of One 
: Hundred Thousand Dollars ($100,000.00) divided into 
: 


ten thousand shares (par value $10.00) all Common, 
fully paid and non-assessable. 


OFFICERS 


ROBERT CRAIG, President 


ERNEST OBERBECK W. C. TENWICK 
Vice-President and General Manager 


Secretary and Treasurer 


REFERENCES 
First National Bank, Momence, Illinois 


Guarantee Trust & Savings Bank, 63rd & Green Sts., Chicago, Ill. 


We respectfully request that you recommend 
some one in your locality capable of 
representing us 


BLACKSTONE MOTOR COMPANY 
610-22 Quincy St. 


Factory 
Chicago, IIl. 


Momence, III. 
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| Central-State National Bank | 


Memphis, Tennessee 


Capital and Surplus $1,000,000.00 


Our Service is Prompt and Efficient 
TEST IT 











Northwestern National Bank 


B/L drafts and other collections on | 
| Memphis and vicinity a_ specialty 


ContinentalenaCommercial 
National Bank 

of Chicago 
$21,500,000 
$11,500,000 





Capital 
SURPLUS 
and PROFITS 


. President 

- Vice-President 

. Vice-President 

. Vice-Presiaent 

. Vice-President 

. Vice-President 

. Vice-President 

. Vice-President 

. Vice-President 

e « .c « Cashier 
. Assistant Cashier 
. Assistant Cashier 
. Assistant Cashier 
Assistant Cashier 
Assistant Cashier 


Gerorce M. RerYNoutps . 
ARTHUR REYNOLDS . 
Rautpo Van VECHTEN 
ALEX. ROBERTSON 
HERMAN WALDECEK 
JounC.Crarr . . 
James R. CHAPMAN . . 
Wituiam T. BrRUcKNER . 
Joun R. WasHBURN 
NATHANIEL R. Losc# 
Harvey C. VERNON . 
Georcse B. Smita 
Witser Hattery 

H. Erskine Smita 
Wuson W. LaMpERT ° 
Dan NorMAN ~ . Assistant Cashier 
GerorceE A. JACKSON . .  . _ Assistant Cashier 
Joun F. Crappock . Manager Credit Department 
Josepa McCurracn Manager Foreign Department 
R.G. Danretson’ . Manager Transit Department 





MINNEAPOLIS, MINN. 


EDWARD W. DECKER, President 
JOSEPH CHAPMAN, Vice-President 
JAMES A. LATTA, Vice-President 
ALEX. V. OSTROM, Vice-President 
WM. E. BRIGGS, Vice-President 





TIONS AND REPORTS 


BYLLESBY & CO., 
& "L BANK BLDG. :: 


TOTAL RESOURCES - - - - $51,000,000 
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The First National Bank 
OCILLA, GA. 


Capital Stock - - - $75,000.00 
Surplus and Profits - 34,000.00 


$109,000.00 


Deposits - - - - - 275,000.00 


OFFICERS 


M. J. PAULK, Pres. - E. HOWELL, Vice-Pres. 
R. H. JOHNSON, Cash. RAY CADWELL, A. Cash. 


We solicit your collections and business, and 
give prompt and careful attention. 


STATE AND COUNTY DEPOSITORY 





C. A. PRATT, President 
E. G. THOMPSON, Vice-Pres. 
B. P. KIDD, Vice-Pres. 


R. H. THOMPSON, Cashier 
W. B. KENNEDY, Ass't Cashier 
E. M. HARRINGTON, Ass't Cashier 


THE 


EXCHANGE NATIONAL BANK 


LITTLE ROCK, ARK. 


CAPITAL, PaidUp - - = $ 300,000 
SURPLUS and Undivided Profits 245,000 
DEPOSITS - - - - 2,100,000 


We Solicit your Arkansas Collections, particularly 
your Little Rock Items. Correspondence Invited 





Established 1872 


ROBERT E. MACGREGOR, Cashier 
Ss. H. PLUMMER, Ass’t Cashier 

H. P. NEWCOMB, Ass’t Cashier 

W. M. KOON, Ass’t Cashier 

HENRY J. RILEY, Ass’t Cashier 
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AND REPORTS 


Tio 
H. M. BYLLESBY & CO., ENGINEERS 
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OWEN T. REEVES, Jr. . . ._. PRESIDENT 
MERRILLW. TILDEN. . ._ .Vice-PRESIDENT 
CHARLES FERNALD... ._ .VicEe-PRESIDENT 
GEORGE M. BENEDICT .. . . .. CASHIER 
FREDERICK N. MERCER... Ass’? CasHIER 


The First National Suet citeeunish | | Soe Gee 
GEORGE A. MALCOLM. . . Ass’t CasHIER 
Bank of Chicago a 
: 8 The 
Drovers National 


core IS 


| 
: 


Welcomes and appreciates the 
accounts of banks and bankers. 


Its extensive clientele, develop- B an k 
ed during more than fifty years 





of consistent, considerate ser- j 
vice, is splendid endorsement Union Stock Yards, Chicago 


of the agreeable and satisfac- 
tory relations maintained with Capital and Surplus 


correspondents. $1,000,000.00 


Capital and Surplus $20,000,000 Has the Same Facilities tor Reserve Deposits 
as Any Other Chicago Bank 





ETE: A TT 


JAMESB.FORGAN, F.O.WETMORE, Pe nota”, 
Chairman of Board. President. ne ere ee eee ee a ae 

To Banks and Bankers having more or less Live Stock 

Business, this Bank offers exceptional Advantages, 

and solicits correspondence as to terms and facilities 


TERRE RET 














‘*‘Business as Usual’’ 


NEW MORRISON HOTEL 
“The Hotel of Perfect Service”’ 


’ Boston Oyster House 
“The Best Place to Eat” 











52 Years 
a National 


Bank 


RESOURCES 
$45,000,000.00 


RL TE 


ST. LOUIS 


a gS 









F. 0. WATTS, President 

T. Wright, Vice-Pres. | D’AP.Cooke,Asst.Cash. 

R. S. Hawes, Vice-Pres, H. Haill, Asst. Cash. 

W.W. Smith, Vice-Pres, ©; €; Stuart, Asst.Cash. 
: oe * M.E. Holderness, 

F.K. Houston,Vice-Pres. 


sst. Cash, 
J. R. Cooke, Cashier W.C. Tompkins, Auditor. 












While busily rebuilding the second section (cor. 
Clark and Madison) of the New Morrison, the first 
section gives its ‘‘Perfect Service” for which it is fa- 
mous. © noise, dust or confusion penetrates from 
the construction work to the present structure where 
‘business is as usual”. The only indulgence we ask 
of our patrons is to order your accommodations as 
much 1m advance as possible to avoid disappointment. 


‘‘In the Heart of the Chicago Loop”’ 
Clark and Madison Streets 
1-1-19 Personal Management of Harry C. Moir 
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COMMERCIAL 


Town and County 


CALIFORNIA 


sStockton**t 8’ n  Jenguin 


WEBSTER, WEBSTER & 
} BLEWE ETT. 


KENTUCKY 


aCovington** ...Kenton 
aLouisville** . . Jefferson 


BURCH, PETERS & CON. 
NOLLY. General practice 
SNOW-CHURCH & Cu. Legai 
Department Practicein State 
federal court. Desposi- 
tions taken before W.M. Sale 
Notary Public. Reference 
Any bank or trust company 
BURGH. PETERS & 
* | e 
sNewport?et . Campbell | " CONNOLLY. General prac- 
tice. 


NORTH CAROLINA 


Elizabeth City**t 
Pasquatauk | 


sCincinnati**+ Hamilton BURCH, PETERS & CON- 
NOLLY, First Nat’t Bk. Bldg 


Refer to Brighton German 
Bank Co. 





W. A. WORTH. Successor to 


Worth & Pugh. 


ENGINEERS 
CHICAGO 


ATTORNEYS 


Town and County 


PENNSYLVANIA 


aEaston**t .. North’pton 


SOUTH ‘CAROLINA 


sConway**t . _ Hoey 


WASHINGTON 


aDayton**t. . Columbia 
Kennewick*® .. . Benton 


NOVA SCOTIA 


Halifax* et Halifax 





County Seat. *Money Order Office. 


*Express Office. 


tTelegraph Station 


Name 


KIRKPATRICK & 


LLb. 


“MAX- 


H. H. WOODW ARD. 


ROY R. CAHILL, | 
MOULTON & JEFFREY. 


ALFRED WHITMAN, B.A., 
L.L.B., Barrister, Solicitor, 
and Notary Public, 8 Prince 
Street. Particular attention 
given to collections, mercan- 
tile and admiralty business. 
References by _ permission: 
Royal Bank of Canada, Hali- 
fax; A. and W. Smith & 
Co, Halifax, Nova Scotia; 
Knauth, Nachod & Kihne, 
Bankers, New York City and 
Leipzig, Germany; Elder & 
Whitman, Attorneys-at-Law, 
Pemberton Bldg., Boston, 
Mass. 


Report Name Taken from Rand McNally & Co.’s Bankers’ and | Attorneys’ | Directory List. 


UState Capital 





SIXTH IN THE UNITED STATES 


HE Old Colony Trust Company of Boston was incorporated May 8th, 1890, and while 
it is not, comparatively speaking, an old banking institution, it holds a position in 

the public confidence of which its officers and directors are justly proud. 
With resources in excess of One Hundred and Twenty-five Million Dollars, it ranks 
as the sixth largest trust company in the United States. 


(ia (lony trust Company 


17 COURT STREET 
BOSTON 


52 TEMPLE PLACE 


222 BOYLSTON ST. 





AUSTRALIA AND NE’ AND NEW W ZEALAND. 


BANK OF NEW 


(ESTABLISHED 1817.) 


Paid-up Capital - - 
Reserve Fund ~ - 
Reserve Liability of Proprietors 


Aggregate Assets 3lst March, 1916. 


J. RUSSELL FRENCH, General Manager. 


341 BRANCHES and AGENCIES in the Australian States, New Zealand, Fiji, Papua (New Guinea), and London. 


The Bank transacts every description of Australian Banking Business. 


Head Office: GEORGE STREET, SYDNEY. 


Lomtion Office : 


SOUTH WALES. 


$17,500,000.00 
13,375,000.00 
17,500,000.00 


$48,3 375, 000. 00 
$310, 327,208.00 


Wool and other Produce Credits arranged. 
29, THREADNEEDLE STREET, E. C. 
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